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| 
| THE SECRETARY: Mr. Commissioner, I should 


2 like-to introduce-Mr, Clarkson, who will speak on 
3 behalf--of-the-Provineial Government of Ontario and 
4 will pead.the-first-brief to you. 
°| This brief-will-be-reeerded-as Exhibit number 8. 
6 
7 ---EXHIBIT "8"; Brief of the Province of 
8 Ontario. 

| 
9 
10| SUBMISSION BY 

{ 
11 THE PROVINCE OF ONTARIO Z 


12 APPEARANCES: 
13 Mr. Stuart W. Clarksen, Deputy Minister of 
the- Department. of 
Energy Resources, 
Provinee- of Ontario; 


Mr. Visser, Economist. 


MR, CLARKSON: It has been fifteen years since 


the Coal Industry in Canada was last-the-subject of an 


the Canadian. ecenomy has. expanded,.developed and 
experienced-.a-surge-—of growth unparalleled in recent 
times. ..The.Canadian people, for their part, have 
made many-changes-in-their-way of life. 

The most profound and-most-significant changes 
have-been- taking -place-in-the-field of energy 
production and--energy-eonsumption. It is timely 
and apprepriate;~ therefore, that the -Coal. Industry 
be the-subjeet of a further-enquiry in this year 


| 
| 
| 
| 
exhaustive-study. During these momentous years, | 
1960. Of all Canadian commodities, few have been 
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subjected +o-sueh—intense-market -competition—oyer the 


i| 

| past-decade,~ 

3 ~—-GRsse-institu tions; -organisettions-aad firme- 
4 which-have-an—interest-in-the Ontario Coal industry 


will-be-making-detaiied-representations to this 
Commissien.—-in--view-of- this, i+-was-felt that our 
most -useful contribution-would-be-to provide. the 


general background in-which--the Industry -operates. 
ONTARIO'S ENERGY SUPPLY 


Bisteriecally, the-Previnee-of Ontario has 
been--an--energy deficient area,.-There are no commercial 
coal resources and loeal-production of oil and-satural 
gas igcilmodi—in comparison. to the provincial energy 
requirements, . Only water power has been abundant as 
an energy resource. 

The first.oil well in North Americadwas 
located.in- Ontario jus+-over-one-hundred-years AZO, 
and oi1.preduction. in. the province..continues. to this 
day; -During-.1959,-just-—over-one million barrels of 
oil.were.-produced by Ontario-wells,.  Qur annual 
consumption, -on-the-other-hand, -is-ninety times that 
figure,.--Natural-gas-has-been-produced in this 
provinee-since-the-last. century. In 1959 our 
production. of -natural-gas-amounted to just under Lf 
billien-cubic feet;--our consumption-—in-1959-was just 
under-90--billion cubic feet. 


The only energy resource which we have had 
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in abundance--has—beon-water—pewer.-—Over-—the Vears:; 
the demand for -cleetricity—has-consinued to grew ata 
uigh-and steady rate. One after another 
water-power. sites have-been -harnessed-and Ontario has 
enjoyed. cheaper electricity than. almost any other part 
of the -world-with few--exceptions,- At last, hewever, 
we have reached.the -end-of our. resources--and. the 
future demand for-cleetricity by our-large and rapidly 
expanding pepulation and industry mustbe-met oy the 
construction of -thermal.power stations burning coal, 
oll or gas. 

-At-eas+- with Ontario this-develepment in 
the fieid—of--ecleetric-power-is-the-most important 
singie-factor which will affect.future demand for 
coal. -TreHydro-Blectric Power Commission of Ontario 
will provide details of this trend in their submission 
to this. Commission. 

Historically, coal has.been-the major fuei 
source~-in-Ontario. .--The-coal-mines-in--Pennsylvania, 
Kentucky and Virginia, because of their. proximity 
and their-access..te-cheap lake-transport, have had 
a distinct market. advantage... Pest-war -productivity 
gains-have-enabled.the American mines-+o hold costs 
down-and--thereby. to retain their competitive position. 


It- has-been forecast by United States fuel.experts 


that the-price—of-United-States-coal-will remain 


reasonably steady in-the-years-ahead. 
- The--post-war-figuresof-ecoal--econsumption in 


Ontario have exhibited very little trend; declining 
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| sensumpt ion-in—one—seot or-has—been offset by- inereas- 


2 ing- demand~—in-anether Ta 1045, approximately 16h 
3 million. tons of -coal-were-avaiiable. for-econsumption, 
4 


and. in-19057-the-comparable--figure-was—jugt. over 
LY miliien-tense,-—There-are-indications, hewever, 


that &@-more-than-usuel-—deeline-has-—oceurred. during 


no WO 


7 

the-past-~twe-years,; ---It- is-elear, of eourse, that 
8 

coal has-not--captured--its -share-of--the-growing 
9 

Ontarie-energy~ market,—and—that—it-has-been—des lining 
10 

in rebative dimpertance as a Luel-gource, : 
11 
12 

THE CARROLL COMMISSION 
13 
14 
ft 1is--convenient.to- look-baek.to the. Report 

i) 

of the--last.Royal.Commission-on-Coal-(The Carroll 
16 

Commission ).in- 1946, .This..excellent..document. has 
17 

retained.its-usefulness and much of it will need 
18 


little-vrevision despite the passage of time. However, 
even while the. Report. was. being prepared, the oil 
industry--was--on--the verge-of-the-great Leduc discovery 
in Alberta-which has forever changed the balance of 
energy sources in Canada. 

~ The changes which have-taken-piaee in the. 
use-of--energy in Ontario-can-be highlighted by refer- 
ence. to the forecast.-on- page 579 of the 1946.Report: 

"Despite.-the-importance-of alternative sources 

of energy, coal is,-and-will probably continue 

to-be, the most important source of energy for 


railway locomotives and industrial and domestic 
heating." 
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1 | Looking bee, -we-see that bathe fifteen years which 
2 | have -pesead-ecinee toe writing of these-words, coal 
3 has-aimoss completeiy disappeared from the railways, 
iz and has-declined-—as-a-househeld fuel in Ontario from 
5 70% of the total—market to-about-20%¢-at the oresont 
6 tim: Only in-the-industrial-market. has eos) wain- 
7 tained ite Leading position-as-a fuel, 

8 
; POST-WAR ENERGY CONSUMPTION 

10 
= fe we-have-indicated, Ontario isa major 
o consumer-efthe--four-main-sourcesof—energy: coal, 
a oll, netural.gas-and-water—power, O11, amd more 
= recently, naturals gas-have-been-rapidly inereasing 
4 their shavre-of-thefuel market while-the relative 
. position of coal -in the total energy supply has been 
| declining. steadily. 

18 


~~ -O¥er- the past fifteen years. the-greatest 
inecrease-in-the-use of oil-and watural gas has been in 
the residential and.transportation. sectors of the 
economy-----Coad-has-been-almest-completely-repleced by 
diesel oil on-the-railroads, and coal consumption in 
the resideatial -market-has-been slowly declining for 
many years now, -Retail-coal.sales have dropped from 
approximately. 64-million tons after the War to 
approximately.23. million tons teday. With the. 
arrival-of-natural gas-from Western Canada, manufactured 
gas-is-fast-disappearing as-communities-econvert their 


distribution systems. This has meant a further drop in 


a 


Ty a on 7 


_ ae mina ov 
es as nes +e ramteiye ot? ernl® i 


\Vaulian eMt-net? Svuneqge* th 4teselquee seneid 


| god? cheese 1 Lewy @ledesustn &-64 teagiest 


Ape “i ts BOR dudde-ad Costume Lene «dt Io 2 
, fr onsen Leiwdeutal ode @t wots ake 7 

— 2 Ge « eal hee fi be | 

AOLIINDENOD TONE Syn ReOR 
a: olnedtnt To inl oved ow aa 

oe - nin>” ofS Bo =enuesoo 
nawag-ievew aan Lonutan ~fte : 
¥ibigst nese an BOR aa) 20 » €410600% “G 
al env aline don nas >) eds do epede nheds p 

| ‘ yaens (a sit ot ieoo te cotdleeg 


Libeate aolatloed 


. 3 GGe Bae deme. 02) - eV> 
Cosused. Bae (ie 30 es0-ade-nl-oameaeee:- 
£ +. j oS Nng«A > os t hai f{ioableest and - 


“Wf beoeiaws vietelqne> #eamia-need-aad 4609 » yore oe 
al woldumuanoe [eed fee .sheetita: ed?-ag 4ae ieselb 
so quite laem Glwole-peed-aail soko [eidnebless edd 
ac heocahh evad agiwe heov Lietes —>o- 21s09e%- Tee 
: | _t tan off vePis-enot agi lito 46. ylevemize sega 
: . ami dative .¥eabo! eno wel fee—ps vlevasl 01qq4 
a bety2S@t«anem 424784 oretesl aes? 664 ienuden Ie Leviguw 
- | tiet? gcevano ss202guemeo Ge gasseneqent> Jest e2 “85 
qu todsit « dosse sad SIAT | pmeteye oettudts2 


ae 


a he at —_ See 


~ ANGUS, STONEHOUSE & CO. LTD. 
TORONTO, ONTARIO 7 


| 
1] coal consumption. 
: ---Hewever, the-basio-—patternof the Coal 
$ Industry in-Ontario- has—net—been-greatly-aitered-over 
4 the past-fifteenyears,, -Ontario—continues—to-consume 
5 more-eoal-than-the-rest—of—Canada,—and our consumption 
6 is-greater--than--the total-Canadian-production. 
q ~ United-States-coal—remains—the-cheapest 
4 fuel -aveilabie-in-much- of Ontario,-and-the- industrial 
. sectors-of.the-economyhave-noet in-the—past shown the 


--gane—tendency to turn to ofl. In the industrial | 
market for bulk fuel, eosts..are important and industry 
has-steadily-continued-to- rely on-ecoal-because of the 
favourable price differential. 

wo recent develepments-are--expeeted to | 
have-a-major impact.on the Coal-Industry although it 
is still.too.early to evaluate their full--effects. 
First-is-the- availability in quantity of natural gas 
from Western-Canada,.and the second major development 
is. the-St.. Lawrence Seaway. 

1 959.was -the first full-year. in-which we 

-have -had--large-quantities-of natural.-gas-available. 

It has-shown itself to be-a-particularly effective 
competiter in Northern Ontario-where-it-can-be-suppiied 
to sae dis add ot ouereccticmtiducaxdptbepdeasilien 
Btu's-thaneither coal or oil..-While it is-stji11l too 
early.-+o--evaluate- the-full-effects. of natural gas 
competition.on-the-demand.for-coal,-there-are indic- 
ations that -it will have-a-wide industrial-application 


and therefore that it may replace substantial quantities 
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8 
of co@i. If so, natural gas—will have-sueceeded ina 
market-where-oil -has—not-been-so-successful, 
Similaerily, it is—still too—earlyto-eyaluate 
the-full-effeets-of the-St.--Lawrenee-Seaway-on the 
movement of coal. .The- subject of shipping space and 
coal transportation-is-—a-eomplex—one, It is--evyident, 
however,--that.it-should--now-—be-easier--and- eheaper for 
coal-frem-Rastern-Canada—to-meve into Ontario, but at 
the-same-time-it—should-aise-be-easier—and cheaper 


for American coal.to-move- eastward. into-Quebec. 


FUTURE ENERGY TRENDS IN ONTARIO 


Our object in assessing the future trends 
in energy consumption in Ontario is to obtain the 
answers to-two questions: first, will coal consumption 
increase-or-decrease-in. the-coming--years,.and-second, 
given.the demand for coal, how. can it be. provided at 
the -lewest- possible cost to industry and other 
customers?..Remembering.the-predictions of the Carroll 
Commission, we-hasten to point out that neither of 
these-questions-can- be answered with much assurance, 
Our answers will. be-right -or-wrong-depending on the 
accuraey-with-which we predict future trends- in 
population, industry, energy consumption, and many 
other--faetors--less-amenable to prediction. Not the 
least-of. these is a-.forecast of the future use of 


atomic. energy. 


While the oil industry has stabilized its 
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market in Ontario, natural gas-is in the midst of 
2 ~establishing-itself—at—a—new-and-much-hicher level-of 
$| availability-then—in-former-years, There seems. little 
4 possibility that coal-will recapture the markets which 
5 addins during-the-past-deeade or so. However, 
6 Gespite-the-inereasing competition from-other-energy 
y forms;~-particuiarly-natural-gas,-we-predict—that coal 
S will continue to be the major industriel fuel in 
Ontario. 
” -Further-deelines-in-coal consumption. can 
ae be-expected--for-the-next--twe-or three years, mainly | 
ia asa result of losses.to- naturalgas. By that time, 
os however, any-trend from-coal to other fuels, par- 
si ticularly.by industry, will--have-worked itself out. 
= Because fuel-costs. are important to industry, it 
a is likely..that.low..cost..American coal will continue 
_ to be-a major industrial-fuel...EHarly in the-1960's 
. -therefore,-the rapidly increasing. quantities of coal 
19 


neededfor.power..generation added to the steady growth 
in requirements for the steel. industry will halt the 
qverall. decline .in-eea@dconsumption in this province. 
— The-situation-a-deeade-from- now will 

depend. to..a—large-extent—on-whetheratomic power has 
_peen-successfully--developed-to-the point-where it can 
produee-electricity as cheaply.as coal. If atomic 
power-is- competitive, than our lecal -supplies- of 
uranium-will-replace-what would otherwise bea demand 


for imported. coal. 
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~-We-have- noted that-histerically the province 
has. drawn-around. 98% of repiegye oth ee from 
the United-States..We have-alse noted-that United 
States-eoal-has-enjoyed-a-—cost—advantage in the Ontario 
fuel -market-.and that this—has-been-a major factor 
enabling-coal-to-maintain its—pesition—as the major 
industrial-fuel.-—wWe--foeresee—no important-developments 

—which-ave-likely to change-this-situation, and 

therefore-we-anticipate-that-the-supply routes-and 
sources-will continue to be much the same as they have 


in the past. 
SOME GENERAL CONSIDERATIONS 


Since-Ontario dees-not. produce—coal—but is 
an important coal consumer, it seeeechset that our 
primary-concern.is-directed.toward ensuring, first, 
an-adequate--supply of energy for our people. and our 
industries--and.,-second, that energy is.available at 
the-lewest.possible-~.-price.- 
—We-do net feel-capable- of-making other than 
--general--comments--on-the-subject-of-subventions, tariffs 
or other forms of assistance to the-important coal 
produeing-seector of our-Canadian-economy. In recent 
years--our consumption of Canadian produced coal has 
-peen-a-very-small-percentage of our total coal 
consumption. However the-significanece-of these 
tonnages--of Canadian coal must be considered in 


relation to their importance to the Canadian producers, 
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and the-whole-subjeet of subventions- will be one of 
the-metters- which this Commission will-wish to study . 
The Carroll Commission noted that "the 
history of Canadian coal-tariffs-has-been-closely 
associated with the-Nova Scotia coal industry. The 


major-ehanges--in the tariffs on bituminous-ceal-were 


coal", It is- doubtful, however,-whether the tariff 
has, in fact,been-an-effeetive-method of encouraging 
the censumption of Canadian produced ceal in this 


province. 
CONCLUSION 


~“The-result of our -eaquiry is that the 
market for coal in Ontario may show. some-further 
decline-for-the next-two-or three-years.-.a-period 
when natural.gas will be increasing its share of the 
fuel-market... This. may-be-follewed- by a-few-years of 
stability..as—the-inereasing-coal- requirements of the 
electric power industry and the steel industry offset 
declines-in-other-sectors; Finally, there is-the 
possibility of a rapid increase in annual requirements 
in the-late-1960's-as—the-demand- for—electricity 
continues to grow. During the 1970's the decisive 
factor in the-demand for coal will be the competitive 
position of atomic energy. Assuming, however, that 
conditions remain much-as-they--have-been in reeent 


years, nearly all of the required supply will continue 
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to eome from the United States. 


‘That--is-the-end of -our-submission, Mr, 
Commissioner ;:~ 

THE COMMISSIONER; Mr. Gunn? 

MR. GUNN: -Mr. Chairman, I think.the-province 
has, by-virtue—of-this—exhibit,-rendered-—statements 
and. submissions--te-the-Commission,--therefore I don't 
wish -to-ask-any-gquestions-—on-the-exhibit. 

THE COMMISSIONER: dust two-or-three questions 
I woulid.like-+o-ask.,.Mr...-Clarksen., 

 Whet-basis-have-you-for—-any view-as-to the 
probable.position. of-atomic.-energy within the next 
tén-or-fifteén years? .—Is-there-anything of late 
discovery. that gives support to judgment. of that 
sert at-.all? 

MR, CLARKSON: -As--you-knew,—sir, Iwas connected 
with--the-Atomic.Energy..of..cCanada.for.some.years -- 

‘THE.COMMISSIONER: You stated it.more as a 
possibility. 

MR, -CLARKSON+-¥ess—--and-we-have-in- Canada 
tenders-—out-now-for.a-very-large station which will 
be-built.at-Dougias-Point, Ontario; I believe 
Ontario.Bydro-will.give you. more-details on that. 

It is-to-be-two-hundred-thousand-kilowatts, a very 
large-station, and it is scheduled. for.completion 
in 1965,~-Now,--depending-on-the-success of the 
operation of thie-station, 1t could-be-that there 


would be further atomic energy stations rather than 
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thermal power stations, 
THE~-COMMISSIONER:-Where—is this plant? 
- MR, CLARKSON: -The-lecation? 
THE COMMISSIONER: ¥es- 
MR, CLARKSON: At. Douglas—Point. 
THE COMMISSIONER: Whereis that? 
MR. -GLARKSON:.Near Kineardine, Pert Elgin 
area. 
THE COMMISSIONER: You contemplatethe sale 
of power—for.ordinary.. purposes ?- 
MR ,--CLARKSON: Yes. If this—plant--operates 
successfully,,.-I-understand it is—to-be-purchased- 


outright by Ontario Hydro for incorporation into their 


system. 


--THE COMMISSIONER; . And itis-expected to be 
competitive with other. fuels? 


» MR. CLARKSON: Not the first plant; it is a 


—~-deveirepment plant. But if it--operates.successfully.. 


THE. GOMMISS IONER: What do you mean by 
"successfully"? 

MR. CLARKSON: I think-one of the basic 
considerations-in supplying-electricity is.that it be 
available,..say, 80%-or-90% of the time. 

THE COMMISSIONER:  Do-you--take- into account 
the-eeonomics—of it -when-you-say-successfully? 

MR, CLARKSON: Not in-the-first-station. I 
think-first they-want-to prove-that-these-stations 
will operate and. operate-continuously-so that they 


can depend on/ them, and then from the operation of the 
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first-station--ouratemie—energy—peeple—will have some 
basis—for—estimating what--the—-second or--the third 
station eould. produce—-power—at, 

THE COMMISSIONER: I suppose-there is no 
obligation on the Hydro to-take-it over, 

MR, CLARKSON: No. 

THE COMMISSIONER: -It-remains -a Dominion work 
up to thats point? 

MR, GLARKSON: Yes. I believe--the- agreement 
states-that- if it-dees--fulfill.certain conditiens 
then-it-will.be-operated. -There is an-agreement for 
the first.station. 

We held the-first.Canadian conference on 
uranium and-atomic energy. in Toronto in-mid—January, 
and it was..sponsored by my.Department,..the-Department 
of Energy.Resources.for.the- Province of Ontario, and 
the conelusions that we felt came.out of that 
conference, which was-attended by. experts from 
Canada..and. the United .States-and.Europe,—were that 
it Pia os sacae to-completely evaluate the 
future.of atomic energy or when it will become 
competitive. - 

THE. COMMISSIONER ; Has--there-been any progress 
in bringing it. to-more- effective. production? 

-MR, GLARKSON: Oh,--yes.--There-are-stations in 
operation in the United States and in the United 
Kingdom, and--there-are-several-under construction. 

A great deal-of effort has-been devoted to this subject. 


THE COMMISSIONER: Iwas just wondering about 


oo at etens eeegque t Pe Re 


_navo theese cs oe6G one 0 


é 
ou MBA4)) 
‘ 
; ri _ 7 
24g iieoG & bhletes at 7 Ae ays mmMaD 24¢ 7 
rtateg sad of Qu 
. ne oe eligqg I LEAS . A ; 
a i 
+t 5 te ae f : ei anh ai + Pan? eatade 
be me a ot em patomeen ed Libe-de- nome 
: -| 
wid ed © teuttomd = 
_ 
A 2 3.e0 O 16] Date > 24 7 ads bie“ ot. 
i 7 
im at o¢eaewT cl -_etene Slaete-hRe avidety 
7 n 
jemdtaged qu ed Sevosmege naw at bas 
i 
esatved? ede 20}. seasuesen CAtO 0 
pit ‘tot ow tadt-agolenloago edd 
= 
-juegxe yd boinetda aaw doidw ,eoaerelnoo 
,oqo'Tud. B98 59786 sjet odd bos-ebenad 
SLL te ij eve vletatqmoy of Yee oot Litéa-at el 
_emosed Lliw df aédw to Vaene. coeuse le-exus wt 
ovis SPoaqmes 
8eeTHes4 YAS isov--o Ces °6it ; SAUOLZELAMOU BHT 


raotd oedhesq evigestie ovem.os. a2 antaniad al 
ot sesaitede ete-qeod? .66y 4 PO SRA. ie 
periadede nk Saw cetet® bot a ob nolserege 
ac lsopureces tedew Laveves-ens-ened? dae .oabpald 
-_goebdun side od Refovel mend. san duette 2e-Lnabd 
20060 aninebasy tout esw.t sMO,RRTMNOD AHP 


Las 


al 


- 


29 


30 


- ANGUS, STONEHOUSE & CO. LTD. 
TORONTO, ONTARIO 


15 


the improving and refining, the-cconomy of production. 
MR, CLARKSON; The industry itself has no doubt 
that it ean preduce-ciectricity and do it-well, but 
the. point. is-wkhether..it can -be-done-economically, 
- THE COMMISSIONER: That -hasn't-been- decided yet? 

MR, CLARKSON: No. 

THE COMMISSIONER ¢ You speak of gas-and Fou 
speak-of forever, and I -was-wendering if you were 
in danger of following the Carroll Commission. What 
life do you-base-that on, the life of.-gas supply in 
large quantities? 

MR. CLARKSON: Some-time-ago, not too long ago, 
we appeared. -before-the-National Energy Board to state 
our position, and, of course, we-in--Ontario are quite 
dependant upon gas from Western Canada. _We-had to 
decide-whether-we favoured the-exportation of natural 
gas at. this time, and it was our decision that by 
encouraging. the industry at this time.that was the 
most. effective-way-of getting the industry to go out 
and get-more--gas-which would look after our future 
requirements. -Underlying we have a-belief that the 
gas is.there-in-Western Canada in quantity. 

THE COMMISSIONER: What period of time-does 
your..judgment consider that it-will-be-available in 
the quantities-you have mentioned? 

_ MR, CLARKSON: Well into the indefinite future. 

THE COMMISSIONER: Indefinite? 

MR, CLARKSON: Yes. 


THE COMMISSIONER: Anywhere from 30 to 50 years. 
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MR. CLARKSON: Beyond that. 

THE COMMISSIONER: Beyend that? 

MR, CLARKSON: Yes; 

THE COMMISSIONER: And in quantity that will go 
far bowmataeSy-the-present—dewands in their normal 
expansion. 

MR, CLARKSON: Including normal—expansion, yes. 

THE COMMISSIONER: And yet you--say-there-will 
always bea demand for coal in this province. 

MR, CLARKSON: We-feel-that, sir. 

THE COMMISSIONER: And that coal is basic. 

MR, CLARKSON: Yes; 

THE COMMISSIONER: - What is the reasening that 
leads-you to that if this gas-is- in--such quantity? 

MR, CLARKSON: It is a matter, to my mind, 
sir, of price. Industry is more-conseious. of costs 
than -is-a householder, for example, who puts a premium 
on convenience-and other considerations. The fact 
that-our natural gas is-two thousand miles-away - 
it is one of our competitors.- does much to favour 
coal in this-province.: 

THE COMMISSIONER: In your opinion, then, cheap 
coal-is-quite-competitive with gas when you -now get 
it from--the-west. 

MR, CLARKSON: Yes; - 

THE COMMISSIONER: And I suppese-I. may draw 
the inference that cheap coal must come from the 
United. States, 


MR, CLARKSON: Bag2da on the past, yes. 
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THE COMMISSIONER: Have you any idea of the 
volume-in—exports, manufactured -goods, preduced in 
Ontario? 

MR, CLARKSON: I am-sorry, I don't have the 
information with me. 

THE COMMISSIONER: I was just wondering how any 
increase;--say, in the-cost of coal or-gae-would 
affect.your export position. But you-are not ina 
sositibn-te-state. 

MR, CLARKSON; I am not in a position to 
state: I rave-made-studies—in the-past, and in 
some industries-energy is-not a major cost component, 
but, of course, -in-other- industries. it is. 

THE COMMISSIONER: I-didn't ask-whethes any 
member-of the audience would care to put questions to 
Mr, Clarkson. If you do at any time, it is quite in 
order for you to do so. This is just a general 
discussion; there are no formalities, other than 
getting.at the facts. 

THE SECRETARY: Mr. Commissioner, may I 
introduce Mr. D.B.Scully, President of the Steel 
Company of Canada, who wishes to address you prior 
to the submission of his brief. 

MR. SCULLY: Mr. Commissioner, our submission 
was prepared underthe-direetion of Doctor Petrie, 
and I-am- going to ask him to present 1t to you. 

I have-with-me-aliso-a-technical-expert from our 


works in Hamilton, and also our economic .advisor, 
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1 

SO we-have-come--equipped to help you if we can. 
2 

I-should also like to extend to you an invitation 

3 

to see-our operations if, at some time during your 
4 

deliberations; you-feel-that-may-be- of help. 
5 

THE SECRETARY: Mr. Commissioner, this brief 

6 

will-be-recorded as Exhibit number 9, 
i 
8 

---EXHIBIT No. 9: Brief of The Steel Company 
9 | of Canada, Limited. 
10 
11 SUBMISSION OF 
12 THE STEEL COMPANY OF CANADA, LIMITED 
13 


14 APPEARANCES: 


15 Mr. D.B.Scully, 
16 

Dr. J.R.Petrie, 
17 
18 Mr, Stuart Armant 
19 

Mr. Alec. D,. Fisher 
20 
21 Mr, Farrell. 
ee: 
Zs 


DOCTOR PETRIE: We-thank you, Mr. Commissioner, 
for this opportunity to present to you some facts 
conneeted-with the-use- of metallurgical quality coking 
coal by the Steel Company of Canada, Limited. Stelco 
is only a minor consumer of steam coal, and therefore 
this submission will deal only with metallurgical 


coal. 
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cf INTRODUCTION 
2 
3 
. Steel is-one-of Canada's largest and most important 

industries, The-Steel-Company of Canada—is the. 

largest-producer in the-industry. The Steel Company's 
: operations-—are-national in-seope, not only in product 
: distribution but in widespread—development of its 
: own mining. and-seeondary-manufaecturing operations 

- from-Newfoundland to Alberta, The-Company is one 

a of the-largest-consumers. of coal in Canada. 
Approximately 1.6 million tons-are-required-each year 

h 43 at Hamilton to supply metallurgical coke to the 
a blast furnaces, It might.appear that-the-steel 
15 industry in Hamilton is potentially a market of major 
16 importance-for Canadian coal. This in fact is not the 
7 case for the following reasons: — 
18 Ay There-has--been -an increasing emphasis throughout 
19 the world on the production of steel products 
20 to close-and more rigid specifications. It is 
1 imperative, therefore, that Stelco use high 
22 quality metallurgical coal if its-steel is to 
3 —-pemain competitive with domestic and foreign 


steels in the Canadian market. 

2% ..§teleo has--consistently follewed-a longstanding 
policy of supplying high quality steel at 
competitive prices throughout the- entire — 

Canadian economy. Unless the Company continues 


its practice of utilizing the low cost and high 
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quality raw-materials-essential to the 
-——economieal production of steel to-meet-—existing 
eonsumer-specifications, it-will-be unable to 
 meintain this-policy. 
a Adequate-supplies-.of Canadian coal-_with the 
—vequisite qualities for metallurgical coke 
have-never-been within. economic reach of the 
Hamilten-area, The-Steel Cempany and other 
Ontario-steel- makers-have been compelled, there- 


fore, to use coal imported from the United States 
pie THE STEELMAKING PROCESS 


A. RAW. MATERIALS 

The basic raw-materials- entering the production of 
primary steel are: - (i) iron ore; (2) metallurgical 
quality coaking coal; (3) limestone;.(4).scrap steel; 
and (5) fuels such as. oil and gas. 

B, THE COKE OVEN 

Under.-existing-techniques-in the production of steel, 
metallurgical coal is a basic raw material. As a 
preliminary step inthe production process this coal 
is converted into metallurgical coke in coke ovens. 
This process also produces-coke-oven gas-which is 
burned in various heating and heat treatment furnaces 
throughout the steel plant, as well as various coal 


chemicals. 
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C, THE BLAST FURNACE 


The first-stage in the-actual production of steel is 
the-manufacture-of pig iron in the blast furnace. 
This furnace-is- fed with metallurgical-coke, iron 
ore (or-an-aggiomerated product of iron ore), and 
limestone; The-quality of the-pig iron-and its. 
production cost are-zsoverned dined suet course; by 
the quality and-cost- of .the-three-basic-raw-materials, 
The presence or absence -of-undesirable--elements 
in the-raw-materials—has-very important significance 
for the-quality of the-iron, which in turn directly 
influences.the-quality. of the steel. 

It ig.-unlikely.that-the blast furnace-will be 
replaced to any major extent for many years to come 
and therefore we believe that this. market for coal 
will continue. 

D, THE OPEN HEARTH FURNACE 

Steel is made exclusively in open hearth furnaces 

at Stelco, although. other--types--ef-steelmaking furnaces 
are used-at other.Ganadian plants. the open hearth 
furnace-is-charged with a-mixture of molten-pig iron, 
serap-and--limestone.~-The-necessary heat~is provided 
by the combustion of coke-oven-gas or- fuel oil. 

The end result of the-open-hearth furnace-operation 
is the-steel ingot, The ingot. in turn is the source 
of the-full-range-of--steel- products. which are 
associated so intimately-with the day to-day life of 


every Canadian man, woman, and child. 
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III COAL 
A. QUALITIES REQUIRED FOR METALLURGICAL PURPOSES 
Since-the-latter.part. of. the-nineteenth- eentury coal 
has -been-an-inseparable-—-and-irreplaceable component in 
the preduction of eteel.-However, not all coal makes 
coke of the high quality-needed--in--steelmaking. 
Indeed, -only--eertain bituminous coals—in Canada and 
elsewhere-have-coking.characteristics, and many of 
these-do- not provide-metallurgical coke. of sufficiently 
high quality for blast furnace-use, Good-metallurgical 
coke- must-have atleast two-basic characteristics: - 
(1) It. must.possess-the-strength necessary to maintain 
its structure-when-mixed--with ore-and limestone in 
the blast furnace-under conditions of -great-heat and 
stress; (2) It must possess.sulphur and ash content 
sufficiently low that. excessive-amounts of flux are not 
required to carry off these-impurities in the slag. 
The-removal of ash and sulphur can only be- accomplished 
by increased consumption of fluxes and fuels and this 
adversely affects operating rates and costs of blast 
and open hearth furnaces. 
B, TECHNOLOGICAL CHANGES IN BLAST FURNACE OPERATIONS _ 
AND COAL REQUIREMENTS 
The steel industry is constantly striving to effect 
savings in production costs. Important technological 
changes in the operation of blast furnaces have 
resulted in improved efficiencies and -greater output. 
Among-the-more-recent innovations are: - (1)-The use 


of iron ore pellets and other high grade ores that 


swe ine pat 


isvesazorn wilt Yo site 8d oar’ 
aqgeens née wed: 


names (oon (18 ton ,2everer feete-le soltoubetg-s ; 


. | 7 
fo: tszaup Qaida “2d? 15 #406~ 


in tolamieesa 92 beteen <7: y 7 


) sweat ot eafees-suoniumlld #/ePtee gine deeded so 
thes evad wnctlader ¢ ‘i 


ieeo ae 


. 
\ Jeongena wi depeeigetsl One oi-46% 


styit 3h 


: é 
mone Gs | 4i cai tooo pal a4 


| aie ; 

7 as 3 © . 

| wd *}u0n to oe eotaaw lt so-eblvese don 06-9008 ; 
lo 


cu ecarte? teald Wl vt Lienp ghd 
£ 26 evert-deum ofp: 


= sail ,iesd bw yes 


pongog-taun 3I (2) 


fy bs 3 4 = 
gcteeml [ Bas 340 ‘détw beni 1 <@8 onus oss 8 ett 
has jancs to enolitbacs twane sect) saald eld 
aennariae . awacq teue @1 (S) tseetis 
| tan ots 4 juueme eviaxeokKs sunt wok YlinetelTiue 
. alee! ot sels thgis ooFe 7 ees, 03 boswlupet 
terial Ligne 6 Wao “0 nae dea lo Lavenes om? 
gius fe s aexult Ia solieqruerdys headetoat yd | 
f% aveos bans sere ize ue ssoetha <ievieine< 


eon G@%4ed mneqo bos 


OAWAUT Teale Kl azdnAD JADTDQIOMRISE x: 


Je ee Se 
| . g THIN AUER JAGD (LAA 


| sob ie oF gabetuse yiteereno» oi wetaubal Laese edt Red 
: Leotuejemmived dnasvogat = .6750° woltoebeng al egalvee © 


ated weoamull ¢eald IO sols rteyge off at aegaado 


Jugiug teleesp b05-aetenel ot} ic bewg tye! «2: bedlaunes 


eeu off (1) - yee qenldavoasl. snotes ower He? 
tant go shan, Mad nat bes atezng em op 
} — eo - 


os 


ri 
i 


< 
ANGUS, STONEHOUSE & CO. LTD 
TORONTO, ONTARIO 23 


contain less and less slag making ingredients. As 
slag isthe only practical means of carrying off 
Sulphur, and as blast furndce slag can carry off only 
limited amounts of @ulphur, it has become more important 
than-ever to-keep sulphur levels lew in blast furnace 
coke. 

(2) The-use-of--self-fluxing sinter, Self-fluxing 


sinter is produced by mixing limestone, dolomite, iron 


ore and coke-breeze, with subsequent fusion of the 
particles at a high temperature-on a sinter..strand, 
Sinter and coke are. then. charged-to-the blast furnace 
with or without other iron bearing materials. To 
derive-the- fullest advantages-of this process of 
increasing blast furnace-output, the metallurgical 
coke must not, because of a high sulphur content, 
require further flux which would mean-a reduction 

in the-amount of iron in the charge. The whole field 
of technological improvement in pig iron and 
steelmaking turns vitally on the employment of coal 


and coke, lew in sulphur and ash content. 


IV THE STEEL COMPANY OF CANADA, 


AND COAL 


The-Steel Company and its predecessor company 
has-been-making steel for 60 years. Although the 
Company manufactures.a wide range of steel products, 
the core-of its business-te-day is the-manufacture 


and sale of sheet and sheet products. This emphasis 
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on sheet—steel-is—a-general trend throughout the 
steel industry and is--aecompanied by more-demanding 
specifications-made-on. the industry by its customers. 
An indication of the Company's products follows: 
A, PRODUCTS 
1, Skeet Steel 
The-Company’s chief manufacturing operation 
is- the-production of-sheets in the following 
forms: ~ 
(a) Hot rolled, for railway freight cars, 
barreis, tanks-andsimilar uses. 
(b) Cold rolled, for automebile-bodies, 
household applianees, ete. 
(ec) Galvanized, for such end products as 
culverts, saeheaes siding and duct work. 
(4) Tin plate; used. principally in the-form 
of cans by the food .and beverage industry. 
The Company rolis plate for construction of 
_ bridges» -pipe-lines, large storage tanks, ships’, 
- hulls, locomotives, etc. 
3. Bars and Rods 
The Company rolis-bars-which are used in 
automobiles, railway cars, agricultural 
machinery, general construction, and many other 
areas, Rods 4re drawn into wire for manufactured 
wire products-for a host of markets, such as 


nails, fence, bolts, wire mesh, wire rope and 


springs. 


. 


oe 


7 
od? jootauoes Baber Serees e-oF 
bane eno < ovteaquegse 4: doe b leiaiaidellins 


eve o3f 6 cereubnr cae & nim enoseest Treege 


e 


wn 


silo? eroubo ry, a greawos af? I6 notseothal | 
| erzgagat ° Vf. 

taait dqedt ke 
oe »~tyupjgeteudten Ieee 4 eceqes ! -aST 


‘enubetq- 63 of 


r 4 it “=r. 7 ¢ 
rage? 
t ; 7 rok (@) 
7 ] it od ele Ttse 
ss 
e ; S eiiex BIod id) 
d sonbile blodeasod 
| ho mee deve te?  benraadiad (0) 
i: F F L400 et veel 
- } wif i 1 at r« yr (6) 
wre ‘ teks 


7 Ks ? 4 
¥ 3 ? 
- Th! 
» 7 — F 
) pray } et ig 3 a ent 
5 . ? 5d 298 - Per 2d 


s¢ dolsw Stet-elios ynegeed eff 
ate! (vOLeSge ~A58o gawila , eel! doeol ua 

neces ynae inte aolgoguteames leseasp +t 24i coca 
sequtos lume 40% etie o@at aeaah eth clei .enete 
a ee 737 ecoulm1g oiiw 


tna sqot sttw , Asem erty -etied .eouel .eliso 


.egotsqe 


s 

< 

ANGUS, STONEHOUSE & CO. LTD. 26 
TORONTO, ONTARIO 


i The search for high quality materials for the industry 
2 is -continuous., These include metallurgical ceal, iron 
3 ore, fluxes; fuels, and the-many other materials 


4 required in the-making of steel, 


5 As steel plants are-very—expensive and long lived, 


and 2s-present -day--markets—require—steels- produced 


to close-andlysis, the-Steel Company of Oanada has 


provide. it with assured supplies-and known qualities 
of. metallurgical coal, iron ore, and limestone. 

It is highly important that the-raw materials be of 
consistent quality, with objectionable-components 
held to a minimum, Stelco feels that it must use. the 


best-possible raw materials to produce the high quality 


steels. that will-meet-the-complete-specifications. 
of the domestic industry. The Canadian steel industry, 
while-efficient, must meet the second highest wage 
rates in the world, and Stelco is striving to produce 
good steels-that its-Canadian customers-will prefer 
to foreign-steels, The public is not compelled to 
buy our products. -Therefore-we must make steels that 
they-will choose-to buy. We feel -that.good-metallurgica 
quality coking coal is an essential element in our 
manufacture ef high quality steel. 
vi THE COMPANY HAS BEEN FACED WITH AN 
HISTORIC AND CONTINUING LACK OF 
SUITABLE CANADIAN COAL ACCESSIBLE 


TO HAMILTON, IT HAS BEEN NECESSARY 
TO IMPORT COAL FROM THE UNITED 


The steel Company is a Canadian company. It employs 
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about 16,000 Canadiana and over 90 per cent of its 
outstanding-shares-are-held in Canada, The Company 
would-prefer to use-Cana@ian coal. Unfortunately the 
Company has-never-been- able to find a-seurce- of coal 
in this country that would-—meet. minimum specifications 
and which could be laid down-economically in Hamilton, 
on @ continuing basis. 

The lack of suitable Canadian coal available to 
Hamilton long ago compelled.the Company to invest in 
and develop extensive coal properties in Pennsylvania 
and West Virginia in order to assure a continuing 
supply of high quality metallurgical coal. High 
volatile coals from Pennsylvania, and low volatile 
coals from West Virginia are crushed and blended 
before charging to the coke ovens. The mixture and 
blend are so regulated as to obtain optimum coke oven 
operation and at the same time produce the highest 
quality blast furmace coke. The coals. produced from 
Stelco's U.S. properties are suited to the Company's 
requirements. They are moderately low in sulphur 
content and have the requisite physical properties. 

As low cost coals they are an important factor in 

the Company's policy of supplying Canada with steel 

at lowest possible prices. The coal properties in 
which the company has invested $9 millions are 
completely mechanized in underground operations and have 
the most modern cleaning and washing facilities. These 
Company mines are basic to the overall production 


programme and supply virtually all of the Company's 


gen-e2 e0tre- fue 


re ee od whee giedd-aeren-nad-x Sad 

: _ 

av baci . patate Sao guee 4iett exteves Stat Re 
‘p5lananote woh SYA! ed BLeop tiol ae me 

7 

i 3 20% aniyvatines 6 a 

. — 

5 “Oo tet beans ei@ertce to aest e po 

oat pall teams ape geet soeleaal 7 

: i 

t ng o> oyjpanerxe qoloved BNE 

j = at alwtwar¥ seeW bee 

4 9 - “tifaup agit To vigqua 

-eftgstow wel Be jeaei vecnvet aot? eleo eitzalov 
| oF deus ove sthtgetY Pae¥. mos? alee 
sete et? acevo ea arid OF gflséQTtSHS ertoted ; 

Tete ios mumitqo £4760 ov ex al ous on ww 1a boeld 
atatd ed¢ soubo tg 6m oi sa? te bee notvetege 

ene "2" oul i[seo otf .o syeqry? reala qo2ienp 
e‘vaezenD eri? of Sefiage eget .6.0 e*holede 
yt! wot afasebom ete YO e*nenetl upet 

eat $ragom [egoleyma ertelt iq i evad 644 toe7Aeo 


at sofoat Cast toqmi nf Of YEe stags taco wol BA 
tease pifw sbanal ant ylaqua eifog @* yaaque? on? 
ot seifmeqowy isem efT 8.200594 efdieecq faewol 3a 


ota anniitin Ch Bevesrn! eer Taaqeoo end doladw 

ere Dns er bovasa wba F: bet pe vee ¢ioetsiques 

ecartt .setetliog? gatfiesw Soe Qntnse. ~aehee secon edd 

sot@outerq [lateve eft oF of aed ets sonia caeques | 
- 


o' gnagnod edt 20 Lia ulieursiv <iqque tae edmerg07 
" 


»'? 
a : , a 


¥ ANGUS, STONEHCUSE & CO. LTD. 28 
TORONTO, ONTARIO 


coal requirements. Output per man per shift has 


increased to the level of 8 to 14 tons. 


VII STEEL IN THE CANADIAN ECONOMY 


A, STEEL IS THE MAINSPRING OF INDUSTRIAL DEVELOPMENT 
The role of steel in an industrialized country need 
not be laboured. It is perhaps sufficient to indicate 

the substantial increase in the use of steel in 
Canada during the major expansion of the national 
economy. The trend is shown in the following 


tabulation, which indicates 


Apparent Per Capita Production 
of Crude Steel 


(Pounds ) 
Source: United Nations Statistical 


Yearbook; 
Steel Magazine, January 4,1960. 


Average Increase, 

1936-38 1958 | from 1936-38 
United States 701 977 39% 
Canada . 333 681 105% 
United Kingdom 500 851 70% 


The Steel Company has kept pace with the nation's 
increasing steel requirements. Over the last 50 years 
the Company's production has risen from 93,000 tons 

of steel to over 2,400,000 tons per year and capacity 


is now being increased to 3,000,000 tons a year. 
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B, THE INDUSTRY REQUIRES VAST CAPITAL INVESTMENT AND 
IS HIGHLY COMPETITIVE 

Obviously the price of steel has important bearing on 

national economic development and the welfare of every 

citizen. The highly competitive nature of the 

industry necessitates the maintenance of the lowest 

possible cost structure. This situation has compelled 

the Company to conduct fully integrated operations. 

Accordingly, the Company has invested substantially in 

coal mines, iron mines, and limestone quarries, as was 

noted in an earlier paragraph. This policy has assured 
adequate supplies of the most suitable raw materials 

at the lowest possible cost. The Company's programme 

of expanding and modernizing its capacity for manufactur- 

ing primary steel, semi-finished and finished products 
has involved an expenditure of $250 million over the 
past 10 years. To-day the-Company's original investment 
of $22 million has been increased to some $350 million 
and working capital has increased from about $4 million 
to well over $100 million. 

C, THE STEEL COMPANY'S PRODUCTION COSTS ARE REFLECTED 
IN COMPETITIVE AND FAVOURABLE STEEL PRICES FOR 
CANADIAN CONSUMERS 

It is commonly accepted in Canada as a generality that 

Canadian manufacturers cannot compete on price 

with U.S. producers because of the much longer and 

larger production runs typical of U.S. manufacturing. 

The enormous domestic market for U.S. manufacturers 


in relation to the domestic market for their Canadian 
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1 counterparts 18 the basic factor in the typical 

2 disparity in production costs as between the two 
3 countries. The Steel Company of Canada, however, 
4 has overcome this problem effectively by its 

5 successful operations, costwise, as an integrated 
6 


company. Until recent years mill prices of practically 
all steel products in Pittsburgh were considerably 
lower than the Steel Company's Hamilton prices. 
Stelco base prices in Hamilton are lower than 
Pittsburgh prices today for many types of steel. This 
favourable position would not have been possible 
had the Company failed to avail itself of the highest 
quality raw materials, including metallurgical opal. 
The consumers of Canadian steel, in manufacturing, 
biubcrtci sins transport and agriculture, benefit 
from these fully competitive prices. While the 
Company is interested in the development of markets 
for Canadian coal, we feel that the growing markets 
for high quality steels require metallurgical coals 
that have not been available competitively at 
Hamilton from Canadian sources. 
MR. GUNN: On page one of your brief, which is 
Exhibit 9, near the bottom: 
| "It is imperative, therefore, that Stelco use 
high quality metallurgical coal if its steel 
is to remain competitive with domestic 
and foreign steels in the Canadian market." 
Is there any possibility at all of Canadian Coals 


attaining the standard that you require in the 
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manufacture of steel, either Eastern or Western? 

MR. FISHER: There is some question as to 
whether the Eastern coals are available in sufficient 
quantities with the necessary physical and chemical 
characteristics that are necessary for good coking 
and wetallurgical operations. 

The Eastern coals are characteristically high 
in sulphur. They are also quite high volatile coals 
which are not too satisfactory from a physical 
standpoint because of the high volatile characteristics 
of the coal and petrographic constituents. There is 
a substantial amount of fissuring in the coke that is 
produced, or breaking up of the coal, also of the coke, 
and the result is it doesn't make a satisfactory 
blast furnace fuel that is desirable in order to 
support conditions within a blast furnace. 

MR, GUNN: And does that apply to Western 
coals as well? 

MR. FISHER: The Western coals are probably 
better from the standpoint of the type of coke that 
they produce except that they have a high swelling 
index which creates a pressure within the coke oven 
itself and creates difficulty in connection with the 
maintenance of the physical condition of the oven 
structure. 

In other words, pressure upon the oven wall 
during.the carbonization period creates stresses which 
damage the oven wall, 


Now the Western coals are characteristically 
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somewhat lower in volatile matter and would probably 
have-to-be-biended-with-cther ceals in order to make 
them entirely satisfactory. Economically they are 
better than the Eastern coals; lower in ash and 
sulphur, 

MR. GUNN. I suppose that it boils down to 
this: That there is no possibility of either Eastern 
or Western coals being used by your company, is that 
correct? 

MR. FISHER; I would doubt that Eastern coals 
are available in sufficient quantity, with sufficiently 
low sulphur content to be satisfactory to our 
operation. 

The sulphur contained in the coking coals 
that are produced and used from the east are about 
2.3% sulphur which is too high for our operation 
creating an uneconomical blast furnace operation to 
try and use coals with that high sulphur content. 

MR, GUNN: It boils down to the fact then 
that coal from the east will not be used by your 
company? 

MR, FISHER: That is right. 

MR, GUNN: Does the same apply to Western 
coals as well? 

MR. FISHER: Not to the same extent, but 
they are certainly not economically desirable because 
of the long distance, the long haul. 

MR. GUNN: Then I-imagine the Western coals 


will also not be used by your company in the 
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manufacture of steel? 

MR. FISHER: That is right sir, 

THE CHAIRMAN: May I ask a few questions on 
that line? Your company has been in existence about 
60 years? 

MR. FISHER: Yes sir. 

THE CHAIRMAN: And of course 60 years ago I 
Suppose there was no Canadian coal brought into this 
Province was there? 

MR. FISHER: There was no Canadian coal of 
coking quality brought into this Province. 

THE CHAIRMAN; Has that coal been tried in 
your plant at all? 

MR, FISHER ¢ We have not tried either the 
Western or the Eastern coal but a subsidiary of ours 
tested the use of both types of coal, both from 
Western Canada and also from Cape Breton. 

THE CHAIRMAN: When was that? 

MR. FISHER: The Cape Breton coals were used 
on a test basis in 1937 at the Hamilton By-Product 
Company and due to high sulphur content of the coal 
considerable use of other coals in order to dilute 
‘the effect of the sulphur was necessary, and it was 
found economically unsatisfactory to use the coal. 

Also the physical constituents of the coal 
even on a small percent of the Cape Breton coal 
was not nearly as satisfactory as the normal coke 
produced from American coals. In other words, the 


coal did not have the necessary strength or ability 
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to avoid shattering, or break down of the coke. 

THE CHAIRMAN: And the maintenance of the 
structure in the coke? 

MR. FISHER: That is right. 

THE CHAIRMAN: When did you acquire your 
coal in the Unit:d States? Approximately? 

MR. SCULLY: They have been purchased over 
quite a number of years. 

THE CHAIRMAN: Yes, I assume that but I was 


wondering if you could tell me. 


MR. SCULLY: It goes back into the 30's I believe 


when the first coal properties were purchased. 

THE CHAIR ‘AN: As late as the 30's? 

MR. SCULLY: I would think about thirty years 
ago. We have been acquiring properties as our 
business expands. 

THE CHAIRMAN: I appreciate that. 

MR, SCULLY: Initially perhaps 1930 or some 
years earlier. 

THE CHAIRMAN: Iwas just wondering what coals 
you used before that? 

MR. FISHER: We used coals that were purchased 
in the open market, coking coals coming from the same 
areas that our present coals come from. 

THE CHAIRMAN: In your plant you have always 
used United States coal? 


MR. FISHER: In our plant we have always used 


American coal, yes. 


THE CHAIRMAN: And the qualifications that you 
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make against the Eastern coal are sulphur and ------- 

MR. FISHER: Coking properties. 

THE CHAIRMAN: You are not.troubled with ash? 
Ash doesn't enter into that? 

MR. FISHER: No. The ash content is quite 
within the range that is acceptable. 

THE CHAIRMAN; But its quality does not hold 
up under construction? 

MR, FISHER: The factor is that with the 
undesirable chemical features represented by the 
sulphur it becomes uneconomical. The production of 
the blast furnace is substantially reduced because 
of the need to reduce and eliminate the sulphur. 

The coking characteristics of the coal means that the 
use of the resultant coke in the blast furnace also 
makes the whole process uneconomical, There is a 
break down of the coke itself within the blast furnace 
itself which doesn't support the burden of the blast 
furnace. The result is the production is reduced, 

THE CHAIRMAN: That is, it is uneconomical 
in the characteristic of the coal? 

MR, FISHER: That is right. 

THE CHAIRMAN: You are not touching any 
question of price there? 

MR, FISHER: No, it is a matter of production 
in the whole metallurgical operation. 

THE CHAIRMAN: If your plant were at Sy iney, 
what would you say? 


MR. FISHER; Again the matter of economics 
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does come in there because the coal is immediately 
available and other sources of coal are not nearly 
as readily available. 

THE CHAIRMAN: Evidently in some way or other 
they make use of coal for coking purposes? 


MR, FISHER: That is right, sir. Their 


production rates ane substantially below ours in 
the blast furnace operation, which is the criteria, 

THE CHAIRMAN: You think from this point of 
view of quality of coal, yours is more efficient? 

MR. FISHER: Yes sir. 

THE CHAIRMAN: More suitable for the steel 
production? 

MR. FISHER: It definitely is. 

MR, GUNN; Did I-understand you to say that in 
1937 was the last time that Cape Breton coal was 
tested? 

MR, FISHER: At the Hamilton By-Product 
Company, yes sir. 

MR. GUNN: No test made since that time to 
your knowledge? 

MR, FISHER: No, there has not been. 

MR. GUNN: Could there be, in-.your opinion, 
any changes do you think with reference to the coal? 

MR, FISHER: The only change that we have seen 
is that the sulphur content is now higher than it was 
at that time. 

MR. GUNN: How did you find that out? 


MR. FISHER: Well simply by information that 
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is available in some papers that have been published, 
MR, GUNN: Not through any tests that you have 
made yourself? 

MR, FISHER: No, we have not made any test. 

MR, GUNN: Now then, at page 7 of your brief, 
which is Exhibit 9, :- 

"The lack of suitable Canadian coal available 
to Hamilton long ago compelled the Company 

to invest in and develop extensive coal 

preperties in Pennsylvania and West Virginia 

in order to assure a continuing supply of 
high quality metallurgical coal.” 

Does your company own those pits in the United States? 
MR, SCULLY : We own one mine 100%. In 
co-operation with other American Steel producers we 
have substantial interests in their other coal 

producing properties. 

MR, GUNN; —~Well now thé one thebe that you 
own outright, is that operated by your company or is 
it operated by an American concern? 

MR, SCULLY: Well its a subsidiary. 

THE CHAIRMAN: You spoke of the high 
mechanization in those mines, and I assume it has 
brought it to the efficiency and production ---the 
figures. show that. Iwas just wondering what. are some 
of the features, What is the depth generally in those 
mines in which you are interested? What depth of seam? 

MR, SCULLY: I think I-will have to ask Mr. 


Fisher to give you that. 
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MR. FISHER: I can't answer that Specifically. 


2 

THE CHAIRMAN: Just roughly. 
3 

MR. FISHER: They vary substantially in the 
4 


various mines. 

THE CHAIRMAN: Take your own, now roughly what 
is the depth? 

MR, FISHER: I can't tell you. that sir. 

MR, SCULLY: I think perhaps five hundred feet, 
Something of that order. We can get that information. 

THE CHAIRMAN: es’, Well that is sufficient 
for my immediate purpose, Now what is the thickness 
of the seam? 

MR. FISHER: I am not thoroughly familiar with 
the operation of our coal mines. 

THE CHA M N:; Iwas just wondering. 

MR. SCULLY: I have been in the mine Mr. 
Commissioner, and of course this is not an expert 
opinion. 

THE CHAIRMAN: TRat is quite all right. You 
may give it to ls i detail later. 

MR. SCULLY: Iwill sir. I myself was in when 
the seams were thieves than I am this way. (indicating) 
I think somewhere between six and nine feet. 

THE CHAIRMAN: . I was just thinking about the 
features of the mining there, including all conditions 
which were so conducive to high mechanization and 
efficiency. How would you express those features in 
contrast to what perhaps are the conditions in Nova 


Scotia? 
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a MR, SCULLY: I am afraid I can not answer that. 

2 We can.get for wea specific answers to questions like 

> that from experts who operate cur mines for us, but 

. generally speaking that is just an observation and 

>| from what I have heard the mines in Pennsylvania 

and west Virginia lend themselves better to modern 

: mining methods. 

r THE CHAIRMAN: That seems to be the case. 

< I was wondering what was the condition. 

10 MR. SCULLY: I think it is probably because 

r: of the depth of the seam, thickness of the seam. 

- THE CHAIRMAN: Thickness of the seam. What 

zi generally is the pitch? : | 

14 ' | 
MR. SCULLY: I am afraid I can not answer that. 

© I would just be guessing. ~ 

, THE CHAIRMAN: I was wondering whether that 

# depended upon the thickness, the depth, the pitch 

18 


or any other speciat conditions. I was wondering 
whether we could have a bit offenlightenmenton that. 

MR. SCULLY: I would be very happy to have 
some gentleman come at another time who is very well 
informed on that subject, if you would like that. 

THE CHAIRMAN: If you could furnish that 
information by letter. 

MR. SCULLY: Very glad to do that. 

THE CHAIRMAN: Because there is that question 
as your figures show, the question of much greater 
production throu mechanization. 


MR. SCULL : Yes sir. These figures are 
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1 average figures from one of our mines in Pennsylvania. 
: The output per man figure is up around 18 to 20 tons. 
3 That is a- brand new mine, a mine which was developed 
4 in recent years. 

5 THE CHAIRMAN: This seems to have kept pace 

6 with the average throughout the American bituminous 

7 


field? 

MR, SCULLY: Yes. 

THE CHAIRMAN: And what I am after is the 
conditions permitting that in contrast to those which 
do not seem to permit it in this country. 

MR. SCULLY: taiouaa be very happy to see what 
I can get for you and send it to you. 

THE CHAIRMAN: Thank you. I was wondering 
whether the company exports much of its products? 

MR. SCULLY: No. 

THE CHAIRMAN: Chiefly the Canadian market? 

MR, SCULLY: Practically seta ass There are 

times when we do, but tonnage wise it is not important. 

THE CHAIRMAN: What is the situation in the 
past, that is the tariff on steel entering Canada. 

MR. FARRELL: Mr. Commissioner, the instance 


of Canadian tariff on rolling mill products probably 
weighted 


{ 


works out to 7% ona “/ - approximately 7%. 
However, we have found that Hamilton prices to-day 
are the same as in Pittsburgh indicating that we are 
not resting behind the tariff to protect us from the 
American market. 


THE CHAIRMAN: Definitely then you seem to 
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have pretty much the same situation in relation to the 
2 
manufacture of steel as your Pittsburgh steel manufact- 
3 
ures. 
4 
MR, FARRELL: I think our operating results 
- 
have compared very well. 
6 
THE CHAIRMAN: And your raw materials, lime, 
7 
ore, coal, seem to be as accessible? 
8 
MR, FARRELL: Yes. 
9 


THE CHAIRMAN; And as cheap? 

MR, FARRELL: Yes, sir. 

MR, GUNN 3 And the system of mining in the pits 
you are (eteeted in in the United States is the 


room and pillar or long wall. 


MR,. FARRELL: Room and pillar. 


MR, GUNN: In all the pits that you are 
interested in? _ 
MR, SCULLY: I wouldn't like to answer that. 


I don't know, 


MR, GUNN: Would you also put that on any 
information that you will be giving to the Chairman, 
please? 

MR, SCULLY: Yes indeed. 

MR, GUNN: Would you have somebody here who 
might mibwes this question; To describe the 
characteristics of steel containing sulphur and is 
Sulphur more harmful in steel sheeting than in other 
forms of steel? Would there be somebody who could 


answer that question? 
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MR, FISHER: Ths sulphur has an embrittling 
effect upon steel. It has also an effect upon its 
formability characteristics and it is more detrimental 
in products such as sheet steel where the formability 
and ductility characteristics are so important, 

80 ws must in almost all outlets in sheet steel 
products keep the sulphur to a minimum, down to about 
.025% sulphur in order to satisfy our cients 

with respect to that characteristic. 

Now another effect is the ability of the steel 
to resist a certain degree of corrosion, such as the 
tinh canning industry and that amount of sulphur does 


have a detrimental effect. 


THE CHATRMAN: That is the percentage in the 
steel? 

MR. FISHER: That is the percentage in the steel 
itself, yes. 

THE CHAIRMAN: What is your per cent of sulphur 
in your coal? 

MR. FISHER: Our coal used for cooking purposes 
our high volatile coal runs about 1.65 % sulphur. 

THE CHAIRMAN: What is the maximum that you 
could use? 

MR, FISHER: We feel that that is the maximum 
that we could use and get an economical and satisfactory 
blast furnace operation. Our sulphur in coal run 
quite high in relation to what the steel industry 
use generally for coking purposes. 


MR, GUNN: Now you have told us the output 
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l per ton per man per day from your pits, which is quite 

2 high, which no doubt results from the mechanization 

3 which has been introduced in the pits. Did you tell 

4 us what the output was prior to the introduction of 

5 the mechanized machinery? 

6 MR. SCULLY: I haven't got that information 

7 here, but I would be very glad to get that. In one 

. of the mines it started out as a full mechanical 

. operation; our brand new operation came in in the 

” last seven ocr eight years. | 
e THE CHAIRMAN: Which year was that? | 
" MR, SCULLY: Seven or eight years ago. I am 

id not sure. It never did have a non-mechanized existence. 
. The others I should think, did have. I will be very 

a happy to get that information for you. 

16 


THE CHAIRMAN; Will you do that please? 
17 a 
MR, SCULLY: Yes. 


18 
THE CHAIRMAN: So seven or eight years ago 
19 
you were able to take advantage of the experience in 
20 
mechanization in mining generally up to that time? 
21 ‘ 
MR, SCULLY: That is right. 


THE CHAIRMAN: How does that mine compare with 
those that were commenced in another period? 

MR. par It is still a better mine. 

THE CHAIRMAN: Better from the standpoint 
of effective mining? 

MR. SCULL ¥: That is right. 

THE CHAIRMAN: The coal conditions and the 


accessibility are not material factors of difference? 
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MR. SCULL ¥ I think the coal methods, 
actually they are very very similar. 

THE CHAIRMAN: That is what I mean, there is 
no outstanding difference. 

MR, SCULLY: There is no outstanding difference 
between the two mines. , They are from the same seam, 
from the Pittsburgh seam, and the characteristics are 
very similar. 

THE CHAIRMAN: So the improvement comes from 
your initial method of extraction? 

MR. SCULIY: ‘That is right sir. 

THE CHAIRMAN; “And you were able in the light 
of experience to make that as great as the knowledge 
at that time would permit, including mechanization? 

Mg, SCULLY: It-was a very important factor. 

THE CHAIRMAN: Are you in a position to tell 
us the average, the analysis of your coking coals 
or if someone here that might be able to do that? 

MR. FISHER: The average sulphur analysis 
of our coking coal runs about 1.6% sulphur. Now 
we plan about 16% low volatile coal in that, and our 
high volatile coal and it runs about .8% sulphur over 
that. The average is probably about 113% to 1.55% 
sulphur in our tix. That is generally a day to day 
analysis. 

MR, GUNN: And another question; you may 
be able-to answer this one, too. How much coal 
per year-does-your company use apart from metallurgical 


coking coal? 
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MR. FISEER: I would say probably akout 25. thousand 

30 thousand tons of-steam coal,but it is diminishing/ery 
rapidly. 

MR. GUNN: Aad that-would-—be American coal, 
would it not? 

MR. FISHER: That is-American coal, 

MR. GUNN: Why would it be diminishing now? 

MR. FISHER: Well, CE ere 
completely as far as-our. steam-engines-are- concerned 
in our basic plant and our crane operations, and most 
of the-beoilers—we-use-in our finishing plant have 
been changed over to fuel oil. We use very little 
coal now, 

MR, GUNN: About how much fuel oil would you 
be using? 

MR. FISHER: Well, it ran into millions of 
gallons. Now, I can give you that. 

MR. SCULLY: Do you want that figure? 

MR. GUNN; Yes, sir. 

Perhaps you can answer this question, sir. 
There is now a draw-back in the tariff imposed on 
coking-eoal in making ceke-in the-manufacture of 
iron and steel, Could you tell us-what benefit your 
operations get from this draw-back? | 

MR, SCULLY: I am sorry, I can't answer that. 

MR, GUNN: Could you get us that if it is not 
too much trouble? 

MR, SCULLY: No trouble. 


MR, GUNN: Again coming back to your coal pits 
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in the United States, would you have any idea as to 
what the coal reserves now amount to or how long you 
expect them to last at the present rate of your 
consumption? 

MR, SCULLY’: It is impossible to answer that 
question*specifically now. They are extensive, but 
they vary. We have, as I said, an interest in four 
properties, and the lives of these propefities are 
different. They would vary, I would think,from 
twenty years to perhaps one hundred years. 

MR, GUNN: And is that information based upon a 
reliable authority when-you say from twenty to one 
hundred years, because that is quite a spread? 

MR, SCULLY: We have this information if it is 
important, and we can provide-it to you. 

MR. GUNN: Would you do that, please? 

MR, SCULLY: Yes. 

THE COMMISSIONER: Do you say that is adequate 
for your purposes for an indefinite period? 

MR. SCULLY: Yes and no. In our business, 
expanding. as it is, we are looking constantly for new 
sources for the very long-term. We have been quite 
happy with our position for a long number of years, 
but not indefinitely. 

MR. GUNN: I think that is all, Mr. Chairman. 
Thank you, 

THE CHAIRMAN: Any questions at all? 

Well, thank you,;President and--gentlemen, for 


your information. 
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THE SECRETARY: Mr. Commissioner, I should like 
to .@ngquire if Mr. C.W.Drake of the Algoma Steel 
Corporation is present. 

MR. DRAKE; Yes. 

THE SECRETARY: Mr. Commissioner, this brief 


will be recorded as Exhibit number 10. 


---EXHIBIT No. 10_ Brief of Algoma Steel 
Corporation, Limited, 


SUBMISSION BY 


ALGOMA STEEL CORPORATION LIMITED, 


APPEARANCES: 


Mr. C.W.Drake, The Divisional Superintendent 
and the Director of Coal. 


MR. DRAKE: The Management of Algoma Steel, 
Canada th largest producer of pig iron and coke, 
appreciates the opportunity of presenting to the 
Commission various pertinent factors relative to the 
selection and quality of coals necessary for the 
production of sound metallurgical coke. 

Algoma Steel Corporation, Limited, located at 
Sault Ste. Marie, is a fully integrated iron and steel 
manufacturer having an annual coke capacity of 1,458,000 
tons; 1,500,000 tons of iron, and 1,600,000 tons 
of steel ingots which are further processed into a 
variety of finished products, among which are plate, 


sheet and strip, structurals, rails, merchant bars, 
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1 and others. 
9 In the production of coke, Algoma #@@g%eoal 
3 mined by its wholly owned subsidiaries in Cannelton 


4 and Superior, both located in West Virginia. These 
5 mines provide high and low volatile bituminous 
6 coals, a blending of both types being essential in the 


manufacture of coke metallurgically suitable for the 


8 production of iron by the blast furnace process. 
9 In addition, at full operation, Algoma purchases 
10 about 20% of its coal requirements from mines 
11 situated in close vicinity to the Corporation's 
12 West Virginia-_holdings. By this means close control 
13 is maintained over the physical and chemical properties 
14 of the "outside" coal thus purchased and the coking 
15 characteristics of same are kept compatible with the 
16 coals mined by the Corporation. 
4 During the past 10 year Algoma has, on the 
18 average, used 1,650,000 N.T. of coal per year and in 
” 1959 consumed a total of 1,850,000 N.T., consisting 
o 
of 1,385, 000 tons of high volatile and 465,000 tons 
a of low volatile coal, the average analyses of which 
22 
has been - 
= Moisture, Vol.Matter, F'Carbon, Ash, Sulphur, -1/8 _ 
24 
25 10 Year 
Avg. 5.4% 30.84 63.12 6.04 .81 
26 6 
1959 6.0 30.60 635,90. ob SOura aK 
27 
28 -1/8 Screen refers to the preparation, sizing 


29 of the coal prior to its introduction to the elements, 


30 
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| 
1 and that has been maintained at 80.3 and 80.2. 
3 improvement in analyses, principally of ash and sulphur 
4 in the coal over that period, 
5 In the 10 year period substantial improvenient 
6 in tne quality of coal has been experienced. On the 


2 These figures are put in to show the 
average, the ash content has been reduced by 18%, 
the sulphur content by 6.2% and the carbon content 
has been commensurately increased. Any variation in 
daily analyses encountered has been negligible. 
Such is of paramount importance since the production 
of high. quality metallurgical coke necessitates 

the availability of good coal analyses consistently 
day by day, as opposed to coals showing good average 
analyses over a given period. 

The.importance of high grade coke to blast 
furnace operations cannot be under-estimated. To 
achieve optimum economy, coke of high carbon, low ash, 
and low sulphur, are the first chemical qualifications 
required. The occurrence of high ash and sulphur 
in the coke means less carbon content, an essential 
on which blast furnace depends for the daneimiéace 
of heat and reducing gases. 

Ash is an inert material and the higher the ash 
content in the coke the greater the amount of -limestone 
required to support the blast furnace operation. 

This is reflected by increased slag volume per ton 
of iron produced which again requires additional 


coke, thus decreasing furnace production and cost 
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efficiency. 

Sulphur is also a very undesirable element in 
the blast furnace burden. Since in modern blast 
furnace operations some 80% of the sulphur charged 
in the blast furnace is containal in the coke, full 
control of this element must be established in coke 
quality. If this is not maintained, the additional 
sulphur present in the coke necessitates the use 
of increased limestone. The latter causes chemical 
and mineralogical changes in slag compositicn which 


ean retard blast furnace reaction, reduce production 


‘and adversely affect economic operations. In 


addition, the higher the sulphur content in the blast 
furnace charge materials, the greater the difficulty 
in controlling sulphur content in the iron produced 
within established specified limits. Such can result 
in the increased production of high sulphur irons which 
are neither acceptable in the Trade for merchant iron 
use nor for steelmaking purposes. 

In 1950 the ash content in the coals used at 
Algoma averaged 6.7% with a coke consumption at a rate 
of..1,672 pounds per ton of iron produced, while in 
1959, with an average ash content of 5.50%, the coke 
used to produce a ton of iron was reduced to 1,432 
pounds. Although the beneficiation of iron bearing 
materials was partly responsible for this increased 
efficiency, the results shown could not have been 
attained if the chemical and physical qualities of the 


2 
coke had not been improved. 
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In addition to the foregoing chemical 
requirements in coals and coke, it must also be 
emphasized that coals must exhibit certain uniform 
coking characteristics. These coking properties in 
coals exert strong influences on the physical 


qualities of the coke produced including such factor 


as combustibility, stability, porosity, and strength. 
During recent years increased attention has been given 
to the control of the physical as well as the chemical 
properties of coke in order to ensure that greater 
operational efficiencies are attained. Elaborate 
testing procedures common to the Trade have been 
established to measure such physical qualities, 
At Algoma Steel, in addition to the daily coal 
and coke tests undertaken, considerable work and 
research has been done on the coking properties of 
coals. This has involved the use of a test oven in 
which the behaviour of coal during the coking 
process can be scientifically examined and measured. 
This testing procedure has been of considerable value 
in the selection of coals to obtain metallurgical coke 
of the best quality and thus promote greater efficiencies 
in blast furnace operation. 

Having recognized the benefits to be achieved 
in blast furnace operations through the close control 
of the foregoing physical and chemical properties of 
the raw materials employed, heavy capital expenditures 
have been made at Algoma's coal subsidiaries. The 


pyramiding of wages paid to the coal miners made 
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necessary the adoption of a high degree of 


mechanization for coal extraction. Mechanization, 
however, created the additional problem of refuse 
inclusion which is inherent in the substitution of 
machinery for man-power. It, therefore, became 
necessary to also instai coal cleaning facilities 

to provide beneficiation of product essential to 
maintain the required degree of purity, to which earlier 


reference has been made. With regard to the above, it 


is worthy of note that almost $10,000,000 has been 
invested in the Corporation's coal mining properties. 
As may be concluded, ownership of these 


properties is a decided advantage in that the coal is 


being tailored to the Steel Works' requirements. 

The assurance of continuity of supply, reserves 

of which now_extend some 40 years with further 

exploration continuing, is also of paramount importance. 
In considering the use of Canadian coals, it 


is Algoma's opinion, that, apart from any consideration 


relative to delivery costs which we ao not believe 

would be favourable, present coal quality standards 

could not be met. With regard to the use of high 

ash, high sulphur coals typical of Western and 

Maritime coals respectively, it can only be assumed 

that a corresponding adverse effect on the advantages 
already gained through the improvement of raw 

materials, would result. It is also questionable whether 
the coking characteristics of these coals, would 


measure up to acceptable standards for the production 
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of high qhality metallurgical coke. At present 
sufficient information is not in hand to draw any 
definite conclusions, but we merely note our further 
interest in this regard. 

As a large consumer of coking coals for the 
manufacture of iron and steel we know by experience 
that the selection of coals used in the manufacture 
of metallurgical coke is of vital importance. 

In our judgment, the use of Canadian coals would do 
nothing to enhance-cour present position, but on the 
contrary would pose problems seriously affecting 
our metallurgical practice. 

The desirability of developing the full 
potential of the Canadian market for Canadian coals 
is recognized and highly-commendable. To that end, 
no doubt, much exploratory work.remains to be 
undertaken. We will follow with interest the results 
of any future investigations and stand ready to offer 
a degree of assistance in this regard where our 
testing facilities may be used to any possible 
advantage. We must, however, in conclusion state 
that we can foresee little likelihood of Canadian 
coals being able to compete on an equitable basis in our 
operations with the high quality coals presently 
used, and which we have attempted to show play an 
important role in achieving a high standard of 


metallurgical and operating efficiency. 


Thank you, Mr. Chairman. 
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MR. GUNN: Just in line with your brief, which 
is Exhibit 10, and you ended up there: 

"We must, however, in conclusion state that 

we can foresee little likelihood of Canadian 

coals being able to compete on an equitable 

basis in our operations with the high quality 
coals presently used, and-which we have 
attempted to show play an important role in 
achieving a high standard of metallurgical 

and operating efficiency." 

Is there any possibility under present-day 
methods of getting the sulphur out of the coal? 

MR. DRAKE: Do iJ-understand your question? 
present-day methods of exacting sulphur from coal? 

MR. GUNN: Yes, in order that the coal then 
could be used in a satisfactory manner in the 
metallurgical processes. 

MR, DRAKE: I think I must answer that question 
in the negative from the standpoint of Eastern coal. 
Sulphur is lsrgely inherent, and I believe the sulphur 
extraction is as thorough as it can be made. 

MR, GUNN: Does that also apply to Western 
coals? 

MR. DRAKE: Western coals on the whole, so far 
as I know, do not have a particularly high sulphur 
content. I think offsetting the sulphur in the 
Eastern coals is primarily ash. 

MR. GUNN: As I understand from your brief, the 


possibility of the purchase by your company of Eastern 
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coals is practically nil. 

-MR, DRAKE: Yes,sir. 

MR, GUNN: And that also applies to Western 
coals as well? 
MR. DRAKE: We feel so, yes. 
MR. GUNN: Then on page 1 of your brief you say: 
"In addition, at full operation, Algoma 
purchases about 20% of its coal requirements 
from mines situated in close vicinity to the 
Corporation's West Virginia holdings.” 
Now, does your company own any mines in the 
United States? 
MR, DRAKE: Yes, sir. 
MR, GUNN: How many? 
MR. DRAKE: We own two properties, one in 
the so-called gaseous fields, which is located at 
Cannelton, West Virginia, and the other is the 
Pocahantas mine, located in the western part of the 
States. 
MR. GUNN: Are those operated by your company? 


MR, DRAKE: Yes, wholly-owned subsidiaries. 


MR. GUNN: Are these two pits of yours highly 
mechanized? 

MR. DRAKE: Yes. The Cannelton mine is, 
I would say, almost completely mechanized; ad 
mechanization is somewhat less in the Bbcahantas 
mine, but is still considerable. 
MR. GUNN: And the output per ton per man per 


day would be roughly what, sir? 
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MR, DRAKE: Well, I would say in the order of 
12 to 14 tons. 

MR. GUNN: And this, of course, flowed from the 
introduction of mechanical devices in the pits? 

MR, DRAKE: That is true. 

MR. GUNN: Do you know what the output would 
be prior to the introduction of the mechanical. methods? 

MR. DRAKE: I am only going to guess now, 
but I would say in the order of 5 or 6 tons. 

MR. GUNN: How much coal does your company 
use per year outside of the use in metallurgical 
processes? 

MR. DRAKE: The only other usé we have for it 
is for steam-raising purposes. We are completely 
dieselized, and gas and oil have largely pre-empted 
the use of coal other than for the generation of steam, 
and even there we use a large quantity of gas as fuel. 
So that our estimated consumption of steam coal, which, 
as I understand, you are interested in, would be in the 
order of 20,000, 25,000 tons at the present time. 

MR. GUNN: And that is decreasing. 

MR. DRAKE: That is decreasing. 

MR. GUNN: Do you use any Canadian coal at all 
in any of the processes or steam heating in your 
operation? 

MR. DRAKE: He, Bir. 

MR. GUNN: Purely American? 

MR. DRAKE: Yes. 
MR 


. GUNN: I did ask the question of one of 
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the gentlemen of the Steel Company of Canada. I am 
going to ask it of you now. There is now a draw- 
back on the tariff imposed on coking coal in making 
coke in the manufacture of iron and steel. Can you 
tell us what the benefit is to your operations of 
this draw-back? 

MR. DRAKE; My first reaction to that would 
be in direct proportion to the amount of the draw-back. 
Did I understand your question? Perhaps not. 

MR, GUNN: My question is, there is now a 
draw-back on the tariff imposed on coking coal in 
making coke in the manufacture of iron and steel. 
What is the benefit to your operations of this draw- 
back? 

MR, DRAKE: Naturally it gives us cheaper 
coal and affects in proportion the cost of our 
operations. 

THE CHATRMAN: What percentage of the duty is 
the draw-back? 

MR. DRAKE: I should know that. I believe 
it is 99%. 

THE CHAIRMAN: That would be approximately 
fifty cents a ton? 

MR. DRAKE: Yes, sir. 

MR. GUNN: I think that is all I have to ask. 
Thank you, Mr, Chairman. 

THE CHAIRMAN: I have a few questions, Mr. 
Drake, I would like to put to you. 


You expressed agreement and desirability 
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of making some use cf Canadian coals. Now, you 
2 exclude the question of efficient use for the 
3 purposes of metallurgy. What would you suggest as a 
4 means of making use of Canadian coals in this 
5 part of Canada? 
6 MR. DRAKE: Well, sir, we are not prepared to 
7 say that as far as -- 
8 THE CHAIRMAN: You say it was highly 
9 


commendable. I was wondering what you had in mind, 
whether this was a sort of pious expression. 

MR. DRAKE: I don't feel Canadian coals have 
any place in our operations from an economic standpoint, 
but we do feel that Ganadian coals can possibly be 
developed for sale disposition in other areas to 
advantage. 

THE CHAIRMAN: What areas? 

MR, DRAKE: For instance, at the present time 
there is some consideration of exporting to Japan; 

I believe some mines have done work in that regard. 

THE CHAIRMAN: You mean for metallurgical 
purposes? 

MR, DRAKE: Yes. However, they are faced 
with the position of having no good metallurgical 
coals at hand, and location on the west coast could 
make a good deal of difference. 

THE CHAIRMAN: The Western coal, you would 
think, would have the quality, more nearly the 
quality than the Eastern for that purpose. 


MR. DRAKE: We feel so, judging from the 
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fact that they are relatively - have been sisuw# to be 
relatively reasonably good coking coals, at least . 
some of them, plus the fact that they are relatively 
low in sulphur. Now, we don't think - we are quite 
sure they are not as good as the coals we are 

using. However, we don't consider that the door 

is closed to Canadian coals for metallurgical 
purposes. 

THE CHAIRMAN: Have you any idea of the 
amount that is contemplated to be shipped to Japan? 

MR, DRAKE: We have not, sir. We have 
attempted to show that we are quite prepared to 
go along with the Bureau of Mines for further 
consideration of Canadian coals for metallurgical 
purposes. 

THE CHAIRMAN; As far as you can see 
there is no possibility of being able to absorb 
Canadian coal in your plant. 

MR, DRAKE: I cannot, sir. 

THE CHAIRMAN: You speak of the productive 
standing of your mines in West Virginia. Are you 
familiar with those mines? 

MR, DRAKE: Reasonably so. 

THE CHAIRMAN: What is the average depth? 

MR, DRAKE: The mine from which we get the most 
tonnage, the Cennelton Mine, which is a high volume 
gas-coal mines is a drift mine; it is located on 
the side of a hill and we drive right in there. 


THE CHAIRMAN: What is the slope? 


spike eee t 
ekovidalen eteqedi fant 1982 wa 
strop enn aw - apide Iinob- ew OK et 
' ous ew nfaon eft sa bo0g 86 tow sae Yous. 


t uu 


i) 


qoob edt tadj usblecos d'dob ew .twvennE © 
cco dieccmamiinatle efaoo oarbanad of Seuatoia® 
aeceigieg, | 
| | eid to aebl yas boy eval ;HAMAL AHS BHT © seme | 
fnagal of beqginia ed 08 bed aiquedaoo el Jed? tavons 
eva oW the ,ton ovat ow sRuARI AM 
ow besaqensq gilyp exe ef bane wont oF hesquevte 
serietwt dot eerth to ueexuG ods dele gnole oy 
Lectarutietem 102 sisoo nathened Yo cotserebienod 
. Heaoqg sug 
see 985 OY, - wh SA ;MAMALAHD ZHT 
mooie of ofds grted to ytttidtesoq oa :at erent 
dnefq quoy at taoo cabbeasd 
ate ,Jonnme I 1 SAARC AM 
evieoubotq edt to Méeqe sox s4HAMALAROD ZT 
uoy sn .stotgatY desW of sertha coy to gatbeats 
| Cesntm seond atiw talline? 
.o8 YIidsaoeeeR 1ARG .AM | 
catqst syetevs edd ot tan  sMAMAL AHO ZR? 
jeom od? 763 ow dotdw get? snk ent saaand, P 
emulev dutd s et doliw (ean satcnlemnae adj <egseent 
go Datesol at ct ysake gba & Ab a Ls00-883 
_otedd nt tdaia eyith ow Sam [hte @ 2c ebte odd 


| 

| 

| tegole ent st vanw 1 RAINE AED EHT 
: 


“ ANGUS, STONEHOUSE & CO. LTD. 
TORONTO, ONTARIO 60 


MR, DRAKE; There is relatively little Slope. 
The undulations, of course, cause some deviation from 
the level. 

THE CHAIRMAN: What is the over burden? 

MR. DRAKE: The over burden is a mountain, 

THE CHAIRMAN: Are these all underground 
workings? 

MR, DRAKE: Yes. 

THE CHAIRMAN: Is the whole mine under the 
mountain? 

MR. DRAKE: Yes. 

THE CHAIRMAN: Are you familiar with any of 
the Canadian mines in the East? 

MR. DRAKE: I am not, sir. 

THE CHAIRMAN: What depth would you say under 
the average level of that terrain there? What 
would you say would be the depth of the seams there 
in that area, within a hundred or so feet? Are 
they down a thousand feet? 

MR, DRAKE: You mean from the top of the 
terrain? 

THE CHAIRMAN: This isn't table land, is it? 

MR. DRAKE: No, it is completely mountainous 
country. Actually the only useable portion of it is 
the valley. 

THE CHAIRMAN: The surface undulates as well 
as the seams? 

MR, DRAKE: Yes. 


THE CHAIRMAN: What would be the average depth 
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of the over burden? 

MR. DRAKE: I would guess perhaps a thousand 
feet. I would imagine about eight hundred to a 
thousand feet, perhaps, on the average. 

THE CHAIRMAN: What is the depth of the seam 
on the average? 

MR. DRAKE: The depth of our seams in the 
gas-coal varies from approximately 30 inches to 
a maximum of, about 42 inches. 

THE CHAIRMAN: Is that relatively thin? 

MR, DRAKE: Present mining, no; it is 
reasonably good thickness of seam. 

THE CHAIRMAN: Would you say that is the 
average in West Virginia? 

MR. DRAKE: I couldn't say as to that. The 
average of seams - it probably would be reasonably 
close. 

THE CHAIRMAN: Does it lend itself easily to 
mechanization? 

MR. DRAKE: Yes, that mine does, except for 
the very low coal, which is the 30 inch coal; we 
cannot completely mechanize in that coal. In other 
words, the continuous mining of the seams has not been 
developed to the same degree. 

THE CHAIRMAN: Are you familiar with the type 
of miner that is used in Cape Breton? 

MR. DRAKE: I am not, no sir. 

THE CHAIRMAN: What is the type that you use? 


Generally describe it. 
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MR. DRAKE: Well it is the,same,similar to the 
chain saw principle in that it carries it to the 
pits on a mbtating chain which will contact with the 
face coal, undercut the coal. 

THE CHAIRMAN: You undercut it? 

MR. DRAKE: With the machine which we use. 

I am not speaking now of the continuous miner. This 
is a cutting machine. The continuous miner works 
on the same principle. 

THE CHAIRMAN: You are wore familiar with 
this than I am. What you are speaking of is two 
types of cutting operations? 

MR. DRAKE: That is true. One where we do not 
use the continuous miner. We merely undercut the coal 
and then put in an explosive charge to break the coal 
down for loading. That is the machine that works ~ 
on somewhat the principle of a chain saw. 

THE CHAIRMAN: That is for undercutting? 

MR. DRAKE: That is true. Now the continuous 
miner is somewhat the same principle but on a larger 
scale, but it actually takes the coal out of position, 
all of the coal. We do not resort to explosive 
charges for the use of that. 

THE CHAIRMAN: At the most you only have 
40 inches. 

MR. DRAKE: About 42 inches. 

THE CHAIRMAN: To take that out. Is there 
much breakage accompanying that? 


MR. DRAKE: There is a great deal of 
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degradation in that sort of mining. 

THE CHAIRMAN; What about that? Do you use 
that coal as run of mine too? 

MR, DRAKE: This coal has to go through 
beneficiation plant. 

THE CHAIRMAN: What about separating the 
fines? 

MR, DRAKE: We don't in the gas coal. It is 
all washed, one component, dried and crushed to a 
size of two inches or less and loaded. The entire 
production is loaded as one product. 

THE CHAIRMAN: That is two inches or less. 
Is that what you take to the plant? 

MR. DRAKE: Yes sir. 

THE CHAIRMAN: What about larger sizes? 

MR. DRAKE: It is all crushed to that size. 
Depression is necessary to get the maximum benefits 
from washing. 

THE CHAIRMAN: Which is? 

MR, DRAKE: Depression of the coal. 

THE CHAIRMAN: Where is that done? How is 
that done? 

MR. DRAKE: The coal is mined, -goes over 
screens and the other size goes into crushers, crushed 
down to a size of two.inches. 

THE CHAIRMAN: So you reduce it all to two 
inches? 

MR, DRAKE: That is right. 


THE CHAIRMAN: Well you say generally that above 
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thirty inches that means that mining lends itself to 
machine operation. Due to any special features 
that you could mention, because ordinarily you can't 
introduce large size machines, can you, in that 
depth of coal? 

MR, DRAKE: Well in the narrow coal -- when I 
refer to 30 inch coal, machines for that, for mining 
that depth of coal have not been developed without the 
necessity of taking out a good deal of influx material. 

THE CHAIRMAN: That is what I had in -tfnd. 

MR, DRAKE: That development we feel is 
proceeding and it is very likely that in a few years 
machines capable of working in narrow seam coal will be 
available. 

THE CHAIRMAN: That is all done on the slope? 
You said you mine on the slope? 

MR, DRAKE: In the drift. 

THE CHAIRMAN: You follow wherever the 
drift of the seam is. You follow through? 

MR. DRAKE: That is right. 

THE CHAIRMAN: It is undulating you said. 
When was that opened? I refer to the mine which you 
Eke of as producing the best coal. 

MR. DRAKE: I believe our Hamilton property 
goes back to about the 1900's, when it was first 
operating. It became the property of the Algoma 
Steel about 1911. 


THE CHAIRMAN: And had it been developed 


before that? 


ooo 


sans Loy xetiaakbae exuaeed aokdnem Div0e oe MAM 
tal) nt \uoy cas <keatsone oxte sgual eoubewia 
' theon Io 
+ nodw -- teow woutee, od? mt Kiew 1aAARG 
anieza sot . sent scl eentrioam .faes Hal o£ od seen 
ot? Juodttiw bégokevab coed jon erent Leon to déqeb dad 
tetsasam xultet Yo feb baoe 4 Tuo gatdad To ytisssoen : 
oar ot bat 2 dadw ef Sent 1MAMMLAND GMT. cot) 
ot beet ow framgoteveb 2adT  .MRANE ) 
eraey wet @ of pace visits ia at 2 bas pebesso2g 
ov [ftw féoc meeu wortan nt gaiaizow to eldages seantdoaa 
,ofdaliave 

tegeia eff so eneh [is at #aeT “RAMA AHO BET 
‘teabte eds co sata voy Biae wot 

t1iab eff al :SiAid ,AM 
ait toveradw wolict wo  :MAMALAR aa? “a 
rdagemit woliet vox et sees ed? to Fila 

tdgt t ef dad? 8 3SARE EM 

Kies uoy patvetebaw sf 22 ;2A"SL AHO SUT 
vow dotdw sate af? oF tetet I thenego dade Baw agaw 
{eos aed ent? galcubeug, Ge Qe a an 

rreqoug aotliingss ane evaliec I sea . | # 
jet? ebw tt gore .2'OO@L sd? tuede o? aoad Be0g 
snosta sda to wWroueg oft sceced JT sgaldateqe 
{fel gueds, Loess 

beqolsyed ceed 72. Bad bea /WSRETLARD SEP 
er) stole 


* ANGUS, STONEHOUSE & CO. LTD 
TORONTO. ONTARIO 65 


MR, DRAKE: it had been. Certain area of the 
mine had been worked up. 

THE CHAIRMAN; And when was the machinery 
introduced? 

MR, DRAKE: The machinery was introduced, well 
total mechanization has been in effect I would say 
about four years. 

THE CHAIRMAN: That has been more or less 
universal throughout the American mines? 

MR. DRAKE: Yes sir. 

THE CHAIRMAN; You spoke of high and low 
volatility. What is the result of these two types 
of coke? 

MR, DRAKE: The high volatile coal which we 
produced has very good ceke making propensities 
except that it tends to shrink on ~e6king which has 
resulted dewnward characteristics of the coke, 
making the coke very small. To offset that we 
add low volatile coke which adds to the tendency 
to expand in coking. The combination of the two 
tendencies gives you more or less neutral coke which 
minimizes fissuring and produces larger coke. 

THE CHAIRMAN; To firm structures? 

MR. DRAKE: That is true. 

THE CHAIRMAN: Any questions? (No answer) 
Thank you. 

MR, ELLIS: Mr. Commissioner, the next brief 
will be submitted by Mr. Kenneth C. Culham on behalf 


of the Canadian Commercial Coal Dock Operators 
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Association, ami will be recorded as Exhibit number 
ll. 

MR. CULHAM: Mr.Commissioner, Gentlemen, I 
am here representing the quite proper but awkwardly 
named Canadian Commercial Coal Dock Operators Associat- 
lon. We submitted a brief to the Royal Commission 
on Energy at their Montreal sittings in July, 1958 
and it tells basically the extent of our industry 
and outlines the importance of our industry and our 
members in the Canadian Commercial Coal Dock 
Operators Association and gives quite detailed 
information. I would like to suggest to the 
Commission that we forego with the reading of that 
brief, if that is satisfactory to you. 

THE CHAIRMAN; First tell us generally the 
features. 

MR. CULHAM: Well perhaps I could sum it up 
in this way: Our kenoinetlon is made up of 
approximately 20 operators of commercial coal docks 
in the area around the Great Lakes from Fort William 
to Montreal. 

THE CHAIRMAN: When you use the word "docks" 
what does that word connote? 

MR, CULHAM: I would say it connotes a water- 
front property with water deep enough alongside to 
accommodate whatever types of vessels that are going 
into that movement, and whatever area is required in 
the light of the full requirements of the area. 


THE CHAIRMAN: But your operation extends to 
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more than unloading coai? 

MR, CULHAM: Our function in the economy, 
Mr. Commissioner, is that we transport, store and 

oy 
deliver coal to industrial plants, said industrial 
plants also act as a storehouse for retail dealers. 

THE CHAIRMAN: You bring in the coal as owner, 
do you, as importer? 

MR. CULHAM: Not entirely so. Speaking for 
the members of our Association, we do have members 
whose business is solely that of operating a dock 
and storing and warehousing coal for other members 
of our Association, and also for industrial consumers, 
as these larger steam companies, and so on that are 
located at inland points, not having their own dock 
facilities, but who purchase coal in such quantities 
that is perhaps cargo lots but that is perhaps more 
the exception than the rule. 

If you care to look at the list of our members, 
I know of two, the Lake Erie Coal Company which has 
a dock at Erieau, out on Lake Erie and the Century 
Coal Company, and I believe that 99% probably of the 
coal handled by these companies is handled for other 
people as warehousemen. 

THE CHAIRMAN: Simply coal handlers in that 
sense? 

MR. CULHAM: That is correct. That is two 
and there may be others that do not occur to me at the 
moment. 


THE CHAIRMAN: Receive it and store it, that 
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is coal belonging to other persons? 

MR, CULHAM: Yes sir. Mainly the function 
of those companies is to serve as wholesalers such 
as the company which employs me, but not necessarily 
so. The Canadian Pacific Railway have two docks. 

I beiieve only two, one which is under lease to one 
of our member companies, and another one at Little 
Current, Manitoulin Island, and they operate those 
and any person can arrange for the purchase of a 
shipload of coal and have it placed on the dock 
and the Canadian Pacific Railway will handle it, 
store it for them and-load it into railway cars 

for onward shipment. 

The International Nickel Companies purchase 
all their coal in that fashion. It is placed on 
docks owned by Canadian Pacific Railways, operated 
by Century Coal Company, and shipped on the instructions 
of Internation Nickel Company to their plant at 
Copper Cliff, so that the particular function then 
of our members is very practically effected by not 
only seasonal but temporary measures that might be 
taken by our competitors. We feel the dock industry---- 

THE CHAIRMAN: Who are your competitors? 

MR, CULHAM: Well the handlers and purveyors 
of other types of fuel. 

THE CHAIRMAN: You mean the competition of 
other fuels? 

MR, CULHAM: Yes. 


THE CHAIRMAN: Primarily? 


tnaneed gon oy oe asgutigibe atl wend 
.wldod ows ovatgemtiah enttoat a> 
sno of Seeel tehau et dali ono \owF ylne 
efdsid J4 sao wedtons bas .eotnsgaoo sredwea "U0 "to 
aeort sdeteqo Yon? Bes .beelst nt iver ina "tects 


« lo sesdo tug eat 102 seas wTe HBO noareq Ys bas 
ooh ott no Beemiq ¢2 ovad Bam Lape To bsolqtde 
tt efbaedt (ikw yewltsh OFioss naatbsasd edt bite 
eves qewltas odnb tt heel Sne merit aot f° erode 
_dneaqite brawae wt 

seedotng setnagmod Lepott [sneteaeretal sat 
ao Deosiq at ¢I .noldent ¢edy nt [aoe sted? {18 
betersyo .eyenitenh of floes? aebbanad ye benwe axood 
* tyoucteal oft eo Deqarde Baa’ .yeqeod 200 qrutned yd 
taciq tree of yosqmod: federt wottantetnl to 
iif solsonut tebwotdiag ode gendt of wun *teqqod | 
. sal vd betostte Yl fsolissig (rev at exedmem xug To 
wd iiatm ¢sc? aexuesem ytetoqmot Cyd Laaoasee viao 
“iqubel Aeoh odd Lee? oW .evotiteqmed he Ys aeted T 
canotdhtegson oY ou ow ;WAMALAHO SAT | 

axe yovig ios evslbasd eto [Low rMABGUO Fim 
| .feut Yo seqyd ‘tedvo To 

| to coltitegmos ed? Gsem woY  fUAMALARO SH? 
| — taLeut sedge 
03% iMARIUD nal 
eyltsemt tt HANREARD SH 


P ANGUS, STONEHOUSE & CO. LTD. 
TORONTO, ONTARIO 69 


MR, CULHAM: Primarily -- I don't like to use 
the word primarily, sir, I am merely thinking of 
International because of the tremendous influx of 
natural gas that has come into Ontario. 

TRE CHAIRMAN: I am wondering whether your 
association included all of the coal dock operators 
on the Lakes? 

MR, CULHAM; There might be one or two sir, 
very small commercial dock operators that are not 
members of our organization. I am quite sure it is 
not significant. We feel that these commercial 
coal docks, as I have represented, is a means of 
using an economical method of transportation, which 
is the movement of coal to lake ports in the United 
States mainly, which is by water, being stored in 
these docks, is a function which has meant a great 
deal to Ontario and which helped to produce things 
cheaply and to raise our standard of living on 
the things of which you are much more familiar 
than I am, 

THE CHAIRMAN: What is the extent of your 
dockage and your facilities generally? 

MR, CULHAM: In terms of area of acreage of 
properties? 

THE CHAIRMAN: No, in the term of property 
and investment and matters of that sort. 

MR, CULHAM: We have not inquired of the 
members any definitive terms along those lines, as to 


the properties, what their total payroll is, what their 
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investment is. It is a pretty substantial amount 
of money. 

THE CHAIRMAN: I ebsumed that it is. 

MR, CULHAM: I would say the difficulty of 
accumulating any information which we can present here 
which would be meaningful is perhaps illustrated by 
the fact that in Toronto, for instance, all of the 
dock properties which I hope you gentlemen will see 
while you are here, which will give you a good 
insight into the size of coal docks----- 

THE CHAIRMAN: I thought you might paint 
that in vivid colours, 

MR, CULHAM: Our coal docks? 

THE CHAIRMAN: Paint the picture of the 
waterfront of Toronto. 

MR, CULHAM: Well I don't know that it would 
make a suitable artistic. subject for permanent 
Pioluston, but it perhaps would iewe some idea 
of a functional nature with you. 

This dock property is all owned and has been 
developed by the Toronto Harbour Commission so that 
our member companies, those of them that are located 
in the Toronto area or have operators in Toronto 
are lessees only. 

The same thing occurs in Hamilton. In many 
of the smaller places such as Belleville and ports 
of that kind the Federal Government develop! the 
docks and leases them to people such as ourselves, 


but there is a considerable amount of dockage that 
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has been constructed by private enterprise where the 
nature of the docks and the capacity of the coal 
company becomes that much greater. 

THE CHAIRMAN: What I would like to get is 
an idea of the total; the effect of that. That is 
to say how many operators are on Lake Ontario. Do 
you know? On the Lake area, how far do you go up 
to Huron and Superior with these dockage facilities? 
Give me an idea of the extent of that. 

MR, CULHAM: Sir if you will allow me to be 
not completely accurate, as I am sure I won't be, 
Iwill try and outline it for you. There are 
sizeable docks at Fort William, Port Arthur. Those 
docks are owned by the Canadian National and 
Canadian Pacific Railways, but fe operated by 
commercial dock operators. 

There is quite a good sized dock operation 
at Michipicoten, which is a little more than half way 
down towards Sault Ste. Marie. From there we go to 
Sault Ste. Marie. We have two or three member 
companies who are operating small, relatively small 
docks. They seem to be quite sizeable ‘i anyone 
who has not seen extremely large operations. 

Now I am referring to commercial coal} docks. 
Of course the Algoma Steel Company have large dock 
facilities there and the old companies, and so on, 

THE CHAIRMAN: Just your own. 

MR, CULHAM: From there we go to the docks 


that I have referred to, at Little Current on 
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Manitoulin Island. From that we come around to 
Midland and then we have such places as Owen Sound, 
Meaford and Kincardine, a very small dock operation. 

I am sure I have miesed one or more on Georgian 
Bay, and then down to Point Edward which is immediately 
adjoining Sarnia, and Sarnia itself. Several coal 
docks in theWindsor area, Amherstburg, Kingsville, 
Port Burwell, Port Weller, Port Stanley area. 

THE CHAIRMAN; So you line the lakes? 

MR. CULHAM: That is right pretty well, and 
going along the other way almost any place that you 
would notice as you drive through in an automobile 
along. the north shore of Lake Cheaawy? borunaiey 
Gananoque, Brockville, Kingston, Oshawa. 

THE CHAIRMAN: What percentage of the eee. 
is brought into Ontario from the United States mines 
comes in over your docks? 

MR. CULHAM;: I believe that the final report 
for 1959 will show about 13 million tons of coal 
being imported from the United States; not all by 
water, and I would say of that about 24million tons 
is handled in let us say relatively smalier lots 
only for, or on account of the members of our 
association. 

THE CHAIRMAN: You mean of that 13 ---- 

MR, CULHAM: About 23 million tons. 

THE CHAIRMAN: --- you bring in 23 million? 


MR, CULHAM: About that. 
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THE CHAIRMAN: The rest comes in by rail? 

MR, CULHAM: .No;.the rest comes by water 
to such companies as Algoma..Steel, Hamilton By-Products 
Dominion Foundries and many other companies such as 
Hiram Walker's, Ford Motor Company, who have their 
own dock facilities. 

THE CHAIRMAN: This 23 million represents 
the coal called for by the generality of purchasers, 
not specific users? 

MR. CULHAM: That is right. I am thinking 
of the coal that is required to setl to people who 
are now in industries in inland communities such as 
Guelph and many of them are very sizeable purchasers, 
but are customers of our members, I am thinking of 
the large cement companies who do not Wave ae are not 
located right on the water, and very large industrial 
plants. 

THE CHAIRMAN: Have you included or you have 
not included that in the 23 million? 

MR, CULHAM: Yes. 

THE CHAIRMAN: You have included it? 

MR, CULHAM: Yes. 

THE CHAIRMAN: That amount comes over your 
docks? 

MR. CULHAM: I think that I am being fairly 
accurate, _ 

THE CHAIRMAN: How much comes in, generally 
speaking, by rail? 


MR. CULHAM: That is a figure that has escaped 
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my mind. I am very sorry. 

THE CHAIRMAN; This establishment of dockage 
facilities, I suppose, has been going on for many 
years? 

MR, CULHAM: Well yes, I believe that the 
first commercial coal dock of any material size in 
the Toronto area was probably about thirty years ago. 

THE CHAIRMAN: Well now I don't know that 
you have my question, because Ontario has been 
importing coal from the United States long before that. 

MR. CULHAM: There were docks long before that 
sir. I was illustrating that because it has become 
the dock areas such as we have in Toronto where coal 
is delivered in truck load lots or by rail is a 
relatively newer nature. 

THE CHAIRMAN: I don't mean withthe 
modern facilities. I mean for the function that 
you have described in receiving coal and holding and 
distributing it. 

MR. CULHAM: I would say there have been 
docks almost as long as there have been ships to 
carry coal, and coal to put in them. 

I don't know just when the older docks were 
constructed. I am sure you will have some other 
witness who can speak more adequately on that. 

We operate a dock ourselves and it has been in 
operation for 45 years on the Detroit River and I 
think that probably the docks at the Lakehead are of 


that era. 
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THE CHAIRMAN: How do you handle coal? Is 
the coal unloaded by means of docks or derricks or 
anything of that sort? What happens? 

MR, CULHAM: Generally not. Generally on all 
the lower lakes the movement of coal is in what we 
call a self-unloading vessel. A brief description 
of that might be a vessel of varying sizes witha 
conveyor belt along the bottom, and with a large boom 
that goes out over the shore, discharges it in piles. 
On any location that runs up to 13 or 14 thousand 
tons a cargo or goes down to 3 thousand ton range. 

THE CHAIRMAN: Is that the method employed 
on some of the docks in Toronto? 

MR, CULHAM: Yes. I think without exception. 
The basic exception to the use of self-unloading 
is in Georgian Bay and Lake Superior and the reason 
for that primarily is that the self-unloading or 
bulk vessels have a regular movement carrying stone, 
iron ore, grain and there may be other things. Those 
are really the basie¢ things that they carry from the 
Lakehead down into either on the south shore of 
Lake Erie or into some other part, into Lake Ontario 
and further down to Prescott with grain and into the 
grain elevators at the southern end of Georgian 
Bay. 

Now the movement of grain by Lake Superior down 
into Georgian Bay isn't really affected, but when 


your ship is moving cargo down as far as or further 
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than Lake Ontario, they can make a very economical 
movement back to Lake Superior and Georgian Bay in 
any northbound movement when they would be going 
north, and hence the self-unloader faces the 
necessity of more or less the reverse of that trend; 
would Have to take all his freight northbound and 
come back light, and it is just not economical. 

THE CHAIRMAN: And a-self-unloading cargo 
ship is efficient and economical? 

MR. CULHAM: We think almost to the maximum. 

THE CHAIRMAN; And this dispenses with the 
necessity of having large scale facilities at each 
dock? 

MR, CULHAM: It has certainly reduced 
capital expenditure in order to get into the dock 
business because really all that is necessary now 
to operate a dock is some method of picking coal up 
off the ground and loading it into whatever type 
of transport which is going onward, and perhaps a 
scale or some device to weigh the trucks on. 

THE CHAIRMAN: Have you in the course of the 
past years handled Canadian coal to any extent? 

MR, CULHAM: I am sure that there are members 
of our organization who have handled Canadian coal, 
yes sir. 

THE CHAIRMAN: From the east or west? 

MR. CULHAM: I would think both. 


THE CHAIRMAN: Have you any idea? 


MR. CULHAM: I have no knowledge or recollection 
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of coal moving by water from-Western Ganada but this 
of course comes down into Lake Erie and Ontario 
and the canal ports from Nova Scotia. 

THE CHAIRMAN: Have you personally in your 
own company handled any? 

MR, CULHAM: No sir. I am not aware of the 
selling arrangements with the main producer in 
Nova Scotia, I.think it is fair to say that 
primarily they have their own selling organization 
and they have their own facilities more or less. 

THE CHAIRMAN; I was speaking merely of the 
carriage of coal to any of these ports from the east. 

MR. CULHAM: Yes. The company that employs 
me has never ----- 

THE CHAIRMAN: Handled it? 

MR, CULHAM: Handled any Nova Scotia coal 
fee! Deminion coal Company or anyone else. 

THE GHAIRMAN: Well would the increase from 
the East cause you any apprehension? 

MR, CULHAM: As an individual, sir? 

THE CHAIRMAN: Your organization. 

MR, CULHAMg I think that is of considerable 
more interest to and has more effect on one member 
of our company than on anather. If I might take our 
member in Sault Ste. Marie, I seriously doubt whether 
Nova Scotia coal has even the slightest interest to 
him. Now those companies that operate in the east, 
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you have had him for many years, and satisfied them 
well and find that there igs an additional subvention 
or special subvention given to another purchaser 

to solve a temporary problem of his Which makes it 
then more economical - in other words, you arrive 
at a position where you cannot be competitive in 
that plant - I think it would be of some concern 

but probably not unless and until that happens, 

THE CHAIRMAN: What do you mean by a 
temporary situation? 

MR, CULHAM: I believe the subvention that 
have gone in in the last couple of years have been 
referred to as temporary assistance. I think 
it has been - I think I am correct that the Nova 
Scotia producers have asked for temporary assistance, 
and I believe the Government has so stated, that the 
assistance is of a temporary nature but please 
understand sir, that the members of our Association 
do not hold any brief for coal produced in any one 
country or by any one company. 

I thimk.if you look at it in that light, you 
come back to ordinary business proceedures. 

THE CHAIRMAN: So that your facilities there 
are open for any coal from any place? 

MR, CULHAM: . Well I believe that without 
exception that our cousaeay a’ dock operators are in 
business to perform a service which will render them 
@ profit, but I don't know of any member, I don't 


know of any commercial dock operator who has any other 
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; basic incentive. 

‘ Now perhaps that answers the question that 

3 might be in your mind. The great fear that we have, 
* Mr. Commissioner, the predominant fear we have 

; is that natural gas which has surged into this 

: market in such tremendous quantities, almost over night, 

; like the turning on of an immense tap obviously 

‘ implies a tremendous marketing problem on the gas 

people. TRat is the distributors and producers of 
10 

natural gas, 
11 
Now, there has been some publicity recently 

e before the Energy Commission on the low price at 

e which the gas is sold at the wellhead, and I think 
4 Some people have suggested that perhaps if one were 
4 to go and discover a well and drill it and that sort 
6 of thing today, it would be Bneconomical to sell 

# it at the price that is now being paid. Then 

‘i the gas line. comes down into Ontario, has no 

‘ #markets, or only that very small market that is there 
7 by manufactured gas and imported gas, which I don't 
baa think is probably more than 20%6 of the gas that is 
a here now, and obviously they have to-do something. 

a4 I think one only has to get a five cent newspaper to 
95 get some conception of the trouble they had. We 

26 fear, in solving this problem, in looking for a 

97 solution, that they might’ go into, shall I say, 
a steam marketsAnd more or less take whatever they can 
29 get for a temporary period. To move this large 


quantity of gas, which I believe they must pay for 
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whether or not they take it - if they would come 

in temporarily and say: "Let's put the gas in here. 
It may not be very remunerative and we have to pay 
these fellows at the end of the line ---" 

THE CHAIRMAN; All of this was presented, I 
suppose.,at the Energy Commission. 

MR. CULHAM; Yes. I thought I was more 
or less acceding to your request to outline, and 
I think that is what we told the Energy Commission. 
Frankly, there was some suggestions at that time 
that we were sort of skirting on the fringe of the 
terms of reference. I hope not, but we may be 
accused along somewhat similar lines here. 

THE CHAIRMAN: I suppose you assume that 
this gas pressure is going to continue for some time? 
| MR. CULHAM: If the gas company or a gas 
distributor would say now: "Here is a market which 
is remunerative for me and will remain remunerative, 
here is someone I can sell gas to on the basis we 
can run our pipeline, we can sell it here and not 
prejudice the small producer", -- it is not a 
temporary solution but it is a permanent solution. 
There has been a considerable amount of gas sold on 
that basis, on a basis that I don't think anyone 
can question, and is remunerative to them, but when 
they veer from that they are making rates that are 
prejudicdaid: to the rights of the small users, and 
then we say that this is taking a market away from the 


normal channel. It is a thing which may well 
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1 

put the docks out of business, and every bit of 
? information that has been going to the Government's 
5 hands in 20 years has pointed out that coal is going 
to remain an important source of energy. 
; THE CHAIRMAN: On what basis do you put that, 
; that coal will remain basic, underlying source of 
: energy? 
8 

MR. CULHAM: On the basis that the reserves 

: of coal, which azé in the hundreds of years, are 
. so far beyond the reserves, the measurablec or known 
r reserves of natural gas that it leads some people 
E to the view that such a fuel as natural gas, with 
7 its special characteristics, the special characteristics 
ie which endear it to the home owner so that he will 
_ pay more.for it than coal - that perhaps this can be 
i. looked upon as a rare natural resource. The basis 
- of my statement is that the reserves of coal are 
his far greater than the reserves of natural gas or oil. 
20 MR, CHAIRMAN: Suppose the inroads of gas 
i consumption, say industrially, in this Province were 
99 sufficient at first to reduce, if not eliminate, for 
* the time being your dealings in coal, what would 
oA you say about the effect of it upon prices of gas? 
25 Would they tend to go up or --- 
% MR, CULHAM: Prices for gas are subject to 
27 control in the Province of Ontario by the Fuel Board, 
28 the Ontario Fuel Board. 
29 


THE CHAIRMAN: By the Fuel Board of the 


P Province. 


do a26 yrsed Sad enbatied Yo 360 aivolia 
s' frearsvet ed oF gnlog reed eet Sestd 
gritos a! [e690 tea? @uo phetog sad enaey OS at @ 
yyreoe To extuos foadsuqal as lene ot 


—— 
lene Jug coy eb etend JadW Ww Cae AO BHT 
Yo sotvoe antylwbey ,olesd alae crtw taos aes : 
* Te'16ens 

paytsnot eld Jed? eleed of? ne AID = AM 
ete .etesy 16 ebeaboud wer al ate qothw ,. feo Te 
work yo pebdanweres odd .sevtsse7 OF hnoyed 82 08 
siqooy somos absel 31 saad Sag [atussn Jo sevjeset 


jig7iw ,S33 fevutan €& Lows & &so08 jad? welv ent oF 


os = = a 
jalasd | 


aio Lefoeqs ay _poteeltetcamsde Latosge eer 
(Tew ei ted? oe reawe eon off oF di sxsebns dokrdw 
ry 9 afdt eqedveq Jade ~ (aoo wade ¢* tot atom Yag 
aizsd stiT eouovet Latuten otat 8 a2 fogs berxoeol 
eg [sep ‘to sevipees ond 2 atid e! tequesate Yr To 
saa Laqiteser ta coveseet ent aamy sat sem <8 

28a 7 abeotnm! af2 eseqque “AMET AND aM 
otney soaivest ete? at . gilaraseuhett gaa eotdqmuanod 
afaatmrt= Jou UU .eovhe i oF Gastt ee énoetoltiue 
pfunie dantw leon a! epntisesd tw. eaied emt? eat 
ayn ‘1d eecltz. coqw JI Io Footie ese 2aeda Yous OY 
-.. YO te of o¢ Bear qed? biwow 

od Joel ditege seg To) asotTs -MALIGO JAIN 
breed Fool sdt yo oleate Yo sinivest eed af Lomas 
_o1004 few obted 10 od? 

sfc to Eusac® levi eit va 144 4 SEE 
sonlvortt 


< 
ANGUS, STONEHOUSE & CO. LTD. 
TORONTO, ONTARIO 


82 


MR. CULHAM: Yes, the Province of Ontario. 
Now, there has been some more recent changes about 
which you have heard and will hear more by the 
establishment of a Department of Energy. 

THE CHAIRMAN; Does that control apply to 
industrial use? 

MR. CULHAM: Yes. 

THE CHAIRMAN; Have they fixed a basis for 
rates? 

MR, CULHAM: Yes. 

THE CHAIRMAN: Those are already in effect? 

MR, CULHAM: Yes. 

THE CHAIRMAN; Upon what ground are you 
complaining about the dumping of gas? 

MR, CULHAM: If we are complaining other 
than expressing fears - we are not coming here with 
any story that has not been given to the Ontario! 
Fuel Board. 

THE CHAIRMAN: Notwithstanding the rates 
are permitted by the Fuel Board? 

MR, CULHAM: That is correct, sir. The trend 
for lowered prices for large volume users of gas 
is down. Until this time I think most of the gas 
that has been sold in larger quantities to other 
than distributors, not Trans-Canada Pipe-line, has 
been to people who were making gas from coal and 
using gas on a twelve-month basis for other than steam- 
making purposes. So I am afraid it is only now 


we are facing the extremely serious competition that 
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we will get from natural gas. 

THE CHAIRMAN: Was that question put before 
the Fuel Board? Has it yet? 

MR. CULHAM: Yes, sir. 

THE CHAIRMAN ;: So it has been considered -- 

MR, CULHAM: And has been expressed as a fear, 
almost, that a proper consideration may not be given 
to, the remunerativeness of gas rates. 

THE CHAIRMAN: Iwas going to ask you. 

Has the Board placed any minimum price? 

MR, CULHAM; Yes, there is a minimum price 
in the last information that was available to us. 

THE CHAIRMAN: Then that must have some 
basis of policy behind it, and is it that minimum 
that you are apprehensive of? 

MR, CULHAM: Not basically, sir. We are 
apprehensive of that minimum being reduced from 
information that is coming to us from people who 
are now negotiating with gas companies at rates lower 
than minimum rates * approved by the Ontario Fuel 
Board. 

THE CHAIRMAN: That must be approved by the 
Board ultimately? 

MR, CULHAM: I would think so. I am not 
really posted to the minute on the new Act. I believe, 
though, that it does carry with it that authority to 
investigate the matters that I am referring to. 


THE CHAIRMAN: That particular problem has not 
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been thoroughly explored by the Gas Board of Ontario. 

MR, CULHAM; I wouldn't want to say that it 
hasn't been fully explored. 

THE CHAIRMAN: I don't understand what you 
mean. For my own information I waild like to know 
whether what you say about the dumping of gas at 
sub-normal prices has been placed before the Board 
and a ruling made on it. 

MR. CULHAM: I wohldn't really say that 
there has been a ruling made on it. It is more or 
less private conversations that we have had with the 
Ontario Fuel Board, and in each case they say they 
are very cognisant of it, the importance of coal on 
the economy. The Brief submitted this morning 
indicate better than I can the future need for coal. 
The Ontario Fuel Boltrd has said to us that they 
certainly recognize that the coal docks are going 
to be needed. There may be a temporary period where 
we are going to get competition, but they see in 
the end where our services are going to be necessary. 
It is merely apprehension; the presentation of our 
submission to the Energy Commission was simply from 
the standpoint that if we did not appear someone 
might, | hearing perhaps only one side of the story, 
think that as long as the gas people can sort of 
improve their overall position and as long as we can 
put gas in this plant at a saving to the operator 
of the plant, that 1s perhaps good for Canada, 
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of distribution. 

THE CHAIRMAN: That submission was made to 
the Energy Board. 

MR, CULHAM: To the Royal Commission on Energy, 
sir. 

THE CHAIRMAN: Then in. addition to that you 
have had the matter before the Energy Board of 
Ontario? 

MR, CULHAM: No, sir. 

THE CHAIRMAN: Is there such a Board? 

MR, CULHAM: There is a Board - I am sorry, 
I am not exactly sure of the status. I believe the 
Board has been formed, I believe the regulations 
and laws under which they are going to operate are 
in the stage of second or third reading. I do not 
believe they have become law. 

THE CHAIRMAN: When you say you have 
discussed it informally with members of the Board, 
what members? 

MR, CULHAM: With the members of the Ontario 
Fuel Board. 

THE CHAIRMAN: That would be distinguished 
from the Energy Board? 

MR. CULHAM: That is correct. I believe that 
if we were to anticipate a little bit, there won't 
be an Ontario Fuel Board. 

MR, CLARKSON: If I may say, sir, the 
Ontario Fuel Board is still the law of the Province; 


that is the official body governing fuel, natural 
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gas particularly. At the moment thére are two 

new Energy Bills before the Ontario Legislature, 
and, aS a matter of fact, they are due for second 
reading this afternoon, and that is why the Mintster 
didn't present the brief this morning. 

THE CHAIRMAN; And do those bills contemplate 
the control of prices at which gas will be sold? 

MR. CLARKSON: One of the important factors 
which has been of some concern to the Province has 
been the control of gas rates. 

THE CHAIRMAN: Would that include minimum 
as well as maximum? 

MR. CLARKSON: That would include minimum 
rates insofar as the company's overall rate of 
return, and so forth, would be partly affected by 
all the prices, and so that matter would be of some 
interest and is of some interest to any fuel or 
energy Board which controls gas rates. 

If I may add one further point on this 
subject, I have on my desk at the moment a letter 
Bee eel gas company complaining that they 
can't meet prices quoted by the oil companies. 

THE CHAIRMAN: How do you find the oil in 
its competitive pressure, Mr. Culham? 

MR, CULHAM: Competition, sir, is a thing 
that a coal man cannot do well without. We can't 
exist; the coal industry has been an industry of 
extreme competition throughout its entire history, 


with 600 or 700 individual producers in all the 
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wide areas. 

THE CHAIRMAN; That is coal competing 
with itself, from different sources, say. 

MR. CULHAM: I believe that the fact that 
there are many coal mines and as many different coal 
distributors, as many different methods of moving 
coal, rail, water and truck, and that sort of thing, 
has brought it more or less by evolution to the 
point that we don't mind competition. 

Now, oil has been *@:. competitive factor to us. 
Some of the same elements as I believe apply to 
natural gas have and perhaps do to a degree apply to 
oil today. That is where the heavy ends of oil, 
the end product must be sold, the residual oil must 
be sold. That is as true of Africa as it is of 
Australia. It doesn't matter - a waste product, 
so to speak, a residual, end - it doesn't matter 
whether you are selling corn flakes or coal, because 
we are faced with the same end, a product where there 
is nothing left. 

THE CHAIRMAN: How do you find the position 
of oil in the competition for industrial thermal 
power? Is it as strong against coal as gas or is 
it effective against gas when they come in direct 
competition? 

MR, CULHAM: Mr. Commissioner, there has been 
avery limited amount of conversion from industrial 
steam practice, conversions of coal to oil in 


industrial steam-making practice. It has been really 
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quite negligent in Ontario. There has been a 
tremendous amount with the apartment building, office 
butlding. 

THE CHAIRMAN; And homes. 

MR, CULHAM: Yes, and homes. Ontario has seen 
a period when all of the private dwellings have been 
built in the past five years, I doubt whether in the 
Southern Ontario area - I am quite sure less than 
5% were equipped to burn coal. That was so up to 
perhaps a year or so ago; primarily oil burners 
were put in homes, and large real estate developements 
are going on now with gas as fuel. 

THE CHAIRMAN: I gather, as against oil, the 
coal industry has been made to maintain its position 
in large consumption. 

MR, CULHAM: I think that is correct. I think 
I could sum it up in this way. We have a slogan 
in an engineering arm of our association which is 
known as the Bituminous Coal Institute of Canada. 

That slogan is: Where costs count, coal is cheaper. 
I believe the great bulk of the people who use larger 
quantities of coal, industries which use it on the 
basis of steam, will find that coal is the cheaper 
fuel. 

Now, the notable exception is Northern Ontario, 
with the large paper mills up there, because they 
are much closer to Western Canada, combined with the 
fact that the paper mills are located at large 


distances inland involving high freight rates, and 
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they are much closer to the source of natural gas 
and they have found, by and large, that natural gas 
is the cheaper fuel and they have switched over. 

With contracts, with savings of such a size 
that it will enable them to get the capital 
investment in the turn-over, I think they did that 
with the feeling that they are going to have an 
adequate supply of gas on a twelve-month basis, 
although the Ontario Fuel Board Act states that 
anyone processing gas on an interruptdble basis 
must have an alternative method of supply for steam 
requirements. They must have an alternative source 
of supply of fuel. 

THE CHAIRMAN: That is compulsory. 

MR. CULHAM: Yes. That is to make an 
interruptible gas contract. 

THE CHAIRMAN: Do they have large quantities 
on that basis? 

MR, CULHAM: Perhaps I will be corrected, 
but I am quite sure that these large contracts made 
by the paper companies of Northern Ontario are 
interruptible contracts. 

THE CHAIRMAN: Have you had in this Province 
any so-called dumping of electrical power? 

MR. CULHAM: Within my memory, sir, but not 
for a long time. 

THE CHAIRMAN: Not lately. 

MR, CULHAM: No, not that I have heard of. 


There might have been a small quantity go into the 
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electrical bollers in tho past year, 

THE CHAIRMAN: There has been such an 
occurence in Quebec owing to the reduced requirements 
of electricity in certain industries, 

MR, CUIUAM: Yeu, I am gure Ontario Hydro 
could say more definitely on that, but that has been 
a factor with us, | 

SUBMISSION ON BEHALF OF CANADIAN COMMERCIAL 
COAL DOCK OPERATORS ASSOC IATION 
---EXHIBIT 11) 
1. INTRODUCTION 

This submission 18 made on behalf of the Can- 
adian Commercial Coal Dock Operators! Association, 

Our members, as suppliers of the main form of industrial 
fuel used 1n Central Canada, welcome the opportunity 

of being represented before your Royal Commission and 
beg, to offer this submission under clauses (b), (c) 

and (e) of your terms of reference. 

All of the Association's member firms are 
engaged in operating docks for the storage and 
distribution of water-borne bituminous coal, their 
field of operation being the Great Lakes and connecting 
waters from Fort William to Montreal, 

We do not wish to burden tho record with well- 
known facts about the enormous reserves of coal south 
of the Great Lakes, their quality and variety, or 
their comparative nearness to Central Canada's market, 
fundamental though these are to the ecorsamics of our 
fuel supply. Nor does it seem necessary to dlaborate 


on the arrangemonts for transport, storage and dis- 
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tribution of coal except as they bear on the present pro 
blem. Data on all these matters were presented in 

a number of submissions before the Royal Commission on 
Coal in 1945 and were supplemented by inquiries under- 
taken by that Commission's research staff, the whole 
being digested in the Commission's Report. For your 
convenience, however, we attach an appendix giving a 
list of the earlier submissions in Part A and re- 
producing some of the descriptive passages in full 

in Part B. We also append a list of our present 
membership in Part Cc. 

To avoid misunderstanding we wish to say at 
the outset that we specialize almost entirely in 
bituminous coal and are therefore concerned primarily 
with fuel destined for boiler uses fer metallurgy 
and other industrial purposes, 

In this submission we deal mainly with the 
consequences of selling natural eae at rates below 
average cost, for use under steam bollders. We are 
especially concerned with sales of gas on an inter- 
ruptible basis, and with firm gas offered to industry 
on a seasonal basis during the six or eight warmer 
months of the year, These two kinds of service have 
been referred to in a recent article by Mr. Charles 
Coates, the President of Trans-Canada Pipe Lines 
Ltd., as "off-season dump gas" (Finaneial Times, 
London, 24 volar, 1958, Supplement on eawada} 
p.41). We believe that these types of service, if 


offered on the scale anticipated, will love.adverse cm- 
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sequences for many large users of bituminous coal, 


2. TOTAL CONSUMPEION OF FUEL EWERGY AND 
TLE PLE TOTED DIVERSION To Gas 


She recent industrial consumption of fuel en-~- 
ergy im Ontario and Quebec, as provided from coal and 
oil is shown im Table 1, Part 1 of the table shows 


thas im 1954 the total industrial energy consumption 


by way of coal and oil im Omtario amd Quebec (expressed 


in units ef MMM B.t.u.) was some 395,000 units, of 
this total almost 300,000 wits or 75.88 were 
provided by coal and some 95,000 units, or 24,22, 

by oil, This was the consumption in the somewhat 
depressed year of 1954, Two years later, in 1956, 
the corresponding industrial bonsichet teh of fuel 
energy had risem by Ss devi. to 498,000 units, 

of this larger tdtal some 364,500 units were 

provided by coal, or 73.24 and 133,500 wnits or 26,8% 
by oil, 

"he lower part of the table, matked Part ll, 
gives the experience of Ontario and Quebec separately, 
showing the preponderance of coal in Ontario and of 
oLl im Quebec, She corresponding quantities in 
the customary units of net toms and bartels are 
alse shown, 

In Part 111 of Table 1 will be found, for 
comparison, Trans-Canada's forecast of the distri- 
butows! natural gas sales to imlustrial consumers only 
taken from its Exhibit 6, The table shows a forecast 


of 136,746 woits (MMM B,t.u.) of gas to be sold 
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; to industry in 1962-63, This represents a very 

2 large amount of energy, no less than 27 per cent of 

3 the 498,000 units (approximately) derived by industry 

4 from beth eoal and ofl for 1956, When compared with 

eoal alone, these 135,746 units amount to 374 per 

6 cent of the energy derived by industry from bitum- 

’ inows coal in 1956, they are the equivalent of some 

: 5,065,000 tons of coal, 

4 We recognize the imperfections of a comparison 

between the actual total for 1956 and a forecast 

a for 1962-63. A more logical method, though more 

4 difficult and conjectural, would compare the fore- 

* casts of industrial gas sales in the 1960's with 

« corresponding forecasts for coal and o11, on the 

% assumption that mo western gas was being used. Such 

4 a comparison would recognize that, as total energy 

4 consumption prebably will have grown by 1963, the 

% proportionate displacement of coal and dil owing to 

% substitution of 137,000 units of gas would amount to a 

3 corresponding smaller proportion of the total at 

7 that time (i.e. less than 374 per cent). 

22 | 

23 i ta ba Ae COMPEPIEION FROM SUMMER GAS WILL LEAD 
#O HIGHER COAL PRICES AND INDIRECTLY 

24 0 HIGHER GAS PRICES 

25 For reasons now to be given, we anticipate 


26 that sales of "off-season dump gas" on the intended 
27 scale will inevitably raise the price of coal, and 
28 will indiwectiy lead before long to higher prices of 


| 
| natural gas. “hese unfavourable results will be 
| felt particulerly in the smaller centres and in the 
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adjacent areas now served by truck, Of forty-seven 
ports having one ov more coal docks between Cornwall 
and Fort William, thirty are the site mainly of 
small or moderate-sized operations. Sixteen ports 
accounted for an approximate turnover of less than 
50,000 toms in 1957, six ports for 50,000 up to 
100,000 toms and eight for 100,000 te 200,000 tons 
GP. Sooper and W.J. Moroz, Jr,., Canadian Mining 
and Metallurgical Bulletin, acid 1958, pp. delaig 

The anticipated loss of tomnage to gas is 
likely to result in the disappearance of a number of 
the eoal docks in these smaller places, leaving 
them and the adjacent area without a single operating 
coal dock te assure a continuing winter supply 
of lew-cost coal, 

If water-borne shipments are not available, 
coal can of course be brought into an area by land, 
This ordinarily involves a substantial increase in 
freight costs, however, and gives rise to storage 
problems or the danger of interrupted supplies or 
both together. Ome way or another the supply of 
eoal will of necessity become dearer in most places, 
and less certain everywhere, if the docks disappear. 

fhe disappearance of the docks would follow 
naturally from the ecqnomics of the coal dock 
business, Most of the costs of operation are fixed 
or constant rather than variable, as the Royal 
Commission om Coal described in 1946 on page 364 


of its Reports: 
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U "*he principal operating costs of a dock 
are rent, taxes, labour, insurange, 

“ depreciation on equipment, maintenance and 
repair and such miscellaneous expenses as 

3 power, light, tools, etcetera, and there 

4 are of course general supervision and 
maintemance expenses, The majority of these 

5 expenses are fixed and bear little relation 
to the tonnage handled, If a dock can 

6 operate for an expense of say 60 cents per 
tom om 130,000 tons, it is probable that 

¥ this would be closer to $1.00 per ton 
if the tonnage should drop to 80,000 or 

ane t 

8 90,000 tons. 

9 In the case of the smaller coal docks, which 

10 are those in question, the minimum ecdnomic shipment 

11 of water-borne coal in self-unloading vessels 

12 is also a factor, For ports on the open lake the 


13 minimem shipment is 2,500 toms and there is a further 
14 economy im using vessels of larger capacity, fully 

15 laden, where harbour conditions permit, It is true 

16 that for a number of places lovated at some distance 
17 from deep water {such as Chatham and Napanee) ve 

18 advantage of placing the coal some miles inland 

19 justifies the use of smaller shipments than would 

20 otherwise be economical, but ever in these places 

21 the minimum lot is about 1,000 tons. 

Pas if the annual tonnage stored and moved over a 
23 dock falls to the point where it cannot support 

24) the dock's level of constant costs, the dock must 

25 either raise its charges, curtail the whole scale 

26 of the enterprise to reduce the constant costs (if that 


27| is possible), or go owt of business, There are 


28| limits, moreover, to how far the contraction in 
29 Scale of oyerabions cam go, There is a substantial 
30| minimum of personnel and facilities for even the 
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smallest cqil dock enterprise, Also there must be 
enough tonnage to justify deneteni ne a self - unload- 
ing vessel with the minimum cargo, as just mentioned, 
In other words, beth the dock establishments and 
the incoming vessels must be of substantial sige and 
must operate at a rather high load factor, in order 
to be economical, All branches of energy supply 
are large scale operations and a fall in the load 
factor , in the coal dock business as in natural 
gas and electric power, can convert a sound 
enterprise into a Pailure, 

fo illustrate the effect of the constant 
costs inherent in a coal dock operation, an 
analysis has been prepared for three separate coal 
decks under a single management, showing the levels 
of cost for handling various tonnages, apart from 
head office and selling expenses, Details of the 
analyses are presented in the Appendix, Part D. 
fhe final results, expressed in costs per ton for 
dock handling only, are as follows: 


Average cost per ton handled 


Anrmual Dock Dock Dock 
Tonnage A & C 

~ $ ae 
20,000 093 
40,000 .86 .67 
60,000 67 56 
80,000 D3 
105 , 000 1,65 
140 ,000 1.32 


170,000 110 
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Anal Dosk Dock Dock 
Tonnage A a C 
210,000 093 


From this it will be seen that a reduction 
to am annual load factor of about 50 per cent, as 
a pesult of business Tost to off-season dumped gas, 
would Jead to an increase of from 50 to 75 per 
cent in the per ton cost of handling coal over the 
decks, 

Gap estimate of the outlook in smaller places, 
then, is that we do not anticipate that many of the 
doeks can sontinmue to operate on the basis of 
their present handling charges if their tonnage 
is seriously reduced, Their constant costs are 
already very close to the minimum and they will 
be compelled either to raise their charges per ton or 
go out of business, We believe that either of these 
outcomes, dearer coal or no coal, would ‘be against 
the interests of consumers generally. 

She effect on fuel costs in such areas will 
not be confined to higher costs for coal, for the 
suppliers of interruptible gas can soon secure 
higher gas rates if the price of coal or oil rises. 
In some cases we ave informed that the contracts for 
gas even provide for am automatic increase in rates 
if other fuels rise in price, It follows’ that if the 
natural gas distributors succeed in driving either 
coal or o1]1 to a less economic basis, gas can reap 
the double advantage of larger sales and higher 


prices, It can do so, moreover, although still re- 
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maining as the supplier of only a part-time service 
to industry. 

We now turn to the results in the larger 
centres, Since there are several commercial coal 
docks in almost every large port, a marked 
reduction in annual tonnage is likely to lead to 
a reduction in the number and size of the remaining 

docks but not to their complete disappearance, 

+ At first sight such an adjustment might 
seem of no consequence to consumers, provided the 
surviving docks were of average capacity and | 
efficiency, Further consideration will show, lait 
that even in the larger centres the dock-handling costs 
cannot be kept down at the present levels if most 
of the summer tonnage is lost and if, at the 
Same time,enough facilities are maintained for 
handling the heavy winter requirements, In the 
winter months, it will be recalled, not much gas 
is to be available for industry since in those months 
it will be sold to résidential consumers at about 
three times the industrial price. 

fhe following example, which is necessarily 
expressed in conjectural Pigures, will serve as an 
Lilustration, If the industrial consumption 
of coal in the warmest six months of the year were 
reduced by 60 per cent, and if in the coldest months 
of the year it were reduced by 20 per cent, _ 
combined decline over a year would amount to 4 


little under 40 per cent, In response to this decline 
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we would expect a contraction in dock facilities 
of from 35 to 45 per cent, or say 40 per cent, 

Such a contraction would not leave enough storage 
space to satisfy winter needs for coal which, in 
view of the seasonal character of the gas supply, 
is assumed to have fallen no more than 20 per cent, 
More specifidally, a contraction in dock storage 
of 40 per cent accompanied by a contraction of 
enly 20 per cent in winter consumption implies the 
bringing of one-fourth of the winter coal require- 
ment by rail, while a contraction in dock storage 
of 45 per cent implies bringing almost one-third 
by rail, It may be added that full use of dock 
storage capacity has been assumed te each situation 
mentioned, 

At a first reading the foregoing analysis 
might seem too conjectural to carry great weight. 
It may be restated in broad terms as follows: 
if sales of "off-season dump gas" are to cut the cdal 
market down to less than one-half during six months 


of the year, as Trans-Canada's forecast implies, 


the coal dock operators could not possibly afford 


to oceupy the same area of land they do today 


unless thiis were made possible by higher dock 


4 


charges (which under prevailing competition with other 


fuel it might not be prudent to impose) or by a 

public subsidy. And if they cannot afford to occupy 

the land, they cannot store the coal for winter use, 
At this point we should add that some of 


our industrial customers place as much stress upon 
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1 the certainty and all-round economy of stockpiles 
2 on the coal docks, as upon the prices of the coal 
3 supplied. Our service is certain because of our 


4 large stockpiles, which at the close of navigation 
5 amount to about half-a-year's consumption, Also our 
6 service is economical because it saves the cost of 
7 providing space for bearace, as well as the 

8 other costs of maintaining and handling a private 


9 stock of fuel, 


10 Untavourable results for the consumer might 
u also be expected in the delivery end of the business. 
12 If the specialized motor tracks required for 
- efficient delivery of industrial coal were to be idle 
if for a considerable part of the year, they would 
require, when in aesiom, a higher charge per ton 
“i of coal moved. There would also be labour problems 
a associated with the less regular employment offered 
and it would undoubtedly be necessary to resort to 
. less capacious and hence less efficient all-purpose 
a tracks that could be diverted to the building trades 
og in the warmer months. In this way the unfavourable 
. impact of a lower load factor in coal delivery 
“ could be reduced, but it is certain that it could 
24 

not be overcome. 
. All in all then, we anticipate that in the 
4 larger centres as in the small the added competition 
a offered by interruptible and seasonal gas will 
. have the paradoxical result of raising the prices 
29 


of bituminous ¢oal and ultimately of gas itself. 
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ft; ow EVENTUALLY. THE DUMPING OF GAS SHOULD 
DIMINISH BUT IN TAE MEANTIME MANY COAL 
2 DOCKS WILL HAVS BEEN IRREVOCABLY TURNED 
3 FO OTHER USES, 
4 If coal docks are driven out of business and if, 
5 as American experience suggests, the supply of 
6 interruptible gas rises in price after several years, 
7 coal will once more be required on a year-round 
8 basis by those who have been using boiler gas 


9 seasonally. It might be thought that resumption 
of year-round demand for boiler fuel would auto- 
matically lead to a restoration of dock~-side coal 
handling onthe same basis as today. Eventually 
this would probably happen, but in the meantime 
the dock structures may, have disintegrated or the 
storage space may have been built upon. These 
conditions would greatly increase the cost of 
starting a new enterprise and delay or prevent the 
reappearance of low-cost coal supplies, the 
moreso as thereare few waterfront properties with 
suitable deep-water dockage alongside, Our view 
is that if coal docks disappear in small ports, 
some of the docks may never be re-established, 
thereby putting such ports at a competitive dis- 
advantage, for all time, as a location for industry. 
The cessation of coal dock service would 
work a hardship on large users of coal who have 
designed their plant on the assumption that econ- 
omical stockpiles will be maintained in the nearest 
harbour. These consumers, though they sometimes 


have a yailway siding, are not always able to 
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accommodate on their own premises the rather large 
private stockpiles advisable for those who depend 
on rail shipment of bulk orders, 

More; Serious results would be felt by indust- 
rial plants established at some distance from 
railway tracks. Such firms have hitherto been assured 
cf continuous and economical bulk shipments from a 
nearby coal dock, and this is one of the factors 
which as enabled them to dispense with a location 
om the railway. If coal docks cease to operate, it 
goes without saying that the gap between the railway 
and such plants ean) be bridged, and that storage 
places can be Pound, but the new arrangements will 
as a rule involve a considerable inerease in costs 
per ton for freight, for stovage, and in all probab- 
ility for handling. | 

The. future of the large railway coal docks, 
which have played an important role in Ontario's 
largest export industries, deserves mention at 
this point. Phe recent closing of the big C.P.R. 
undertaking at Britt on Georgian Bay is of course 
Justified by the ediuad railway coal consumption, 
but the consequences for industry and for future 
industrial development merit attention. 

Coal has the advantage of being a source 
of energy which can be held in reserve, since it 
can be stored in large quantities both cheaply and 
safely. Carrying these reserves is one of our main 
functions, A community which relies mainly on 


energy sources Which cannot be held in reserve, 
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aS coai can, is highly vulmerable to interruption - 
by accidents, natural disasters, strikes, pevotase 
and warfare, In the electrical industry, which 
is extremely vulnerable to interruption since storage 
is impossible, great sums have oa spent te 
reduse interruptions from these causes by the 
building of elsborate inter-comnections between 
generating stations, Im the case of gas, some inter- 
connections of the same type are possible, but 
owing to the distance from the Canadian welis to 
eastern consuming centres it is plain that little 
or no protection can be achieved by this method. 
It would seem a matter of public policy to assure 
the storage of a large amount of natural gas in 
Ontario; if sufficient could be stored it would be 
possible to vary the amount in storage and thereby 
avoid wasting the gas for purposes of low priority. 
ie EXCEPELONAL CHARACTER OF THE COMPETITION 
FROM DUMPED GAS 

We do not come here to complain of ordinary 
competition, nor of the intensified competition 
ordinarily experienced from new produgts or processes. 
We experience these pressures in the ordinary course 
of business, and in dealing with them all that 
we ask of government is the freedom to meet them 
on even terms, especially in regard to taxation 
and subsidization. 

Today, However, we face a competitive sit- 
vation that is altogether exceptional. It is ex- 


ceptional in the extent of the price reduction 
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involved, im the irregularity of the supply of the 
competing product, and in the likelihood that 
recurring outbursts of supply of the cheapest gas 
will eventually diminish as more profitable 
outlets are found. 

Underlying this situation is the fact that a 
new industry, which has deliberately overbuilt 
its plant in the interest of future economies, is 
making an effort to transfer its seasonal over- 
capacity to us. It is trying to do so, moreover, 
without bearing the responsibilities and risks 
which we asswme in handling the amnual peak load 
im fuel Seu aenh itn, 

We now wish to discuss the matter of dumped 
gas rather fully, but before doing so we should make 
it clear that we recognize the existence in other 
lines of business of warious forms of price reductions, 
such as seasonal discounts, guantity discounts and 
occasional mark-downs, Im our own business we 
normally buy coal at reduced prices in the warm 
months, a method which incidentally enables the 
mines to offer steadier employment and operate 
more economically. Again, we ship coal to the 
upper lakes as return cargo in vessels which would 
otherwise travel empty, thereby securing lower 
freight rates to Fort William, the Sault and Georgian 
Bay points than to Toronto and Hamilton. 

Me elosest avalogy to off-season gas has 


been the sale of off-peak or secondary hydro- 
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electric power, mainiy for raising steam in the electric 
boilers of pulp and saper companies. This has 

taken place ehiefly in the Province of Quebec, 

where it was considerable especially in the 

1930's and immediately after the war, 

Coming now to the extremely low rates for 
inserruptible gas, it might be thought that they 
were merely another example of the same form 
of competition, We hold, however, that dumped 
gas is offersd under circumstances substantially 
different from the examples just mentioned, 

It cannot be argued, we hold, that the 
seasonal sale of industrial gas in warm months 
is closely analogous to the mines! summer discount 
on coal, Coal is sold im the summer at only a 
slight discount, and we buy it not to use in 
a wasteful manner but to store against the time 
when it will have a higher value, In so doing 
we use the labour of men whose time might other- 
Wise have run to waste in simmer unemployment ; 
nothing is dissipated, and a great deal is conserved. 

As to the freight charges on coal shipped 
as a return cargo to the Upper Lakes, this is a 
permanent procedure around which the shipping 
companies have built their business. Nor have the 
railway's expectations and profits been disturbed 
in any way by the practice; on the contrary, the 
railways have probably been the largest beneficiary 


of it until recently, as shown by the large 
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volume of coal business over their own docks 
and the subsequent coal movement by rail, 

Tne third example, namely the sale of 
secondary hydro electric power for use in electric 
boilers, is the closest analogy to dumped gas; 

If the resemblance is examined carefully, however, 
two important differences will be found: first, 
that in the case of hydro power thereis no consumption 
of any irreplaceable resource; second, that all of 
the resource in question (the flow of water) 

would necessarily continue flowing in most cases 
whether the power were generated or not. 

In each of the three cases mentioned, we 
therefore hold that there is a substantial difference 
between normal commercial practice and the extreme 
price reduction now offered on a qualified basis | 
in the case of industrial gas. 

Vi. UNUSED CAPACTTY AND HARMFUL COMPETITION: 
THE EXPERIENCE OF UNITED STATES RAILROADS 

In many respects the interruptible rates 
now quoted for natural gas recall the practices 
which developed among United States railroads in the 
1880's. Writing of events of that time, an American 
authority, Professor Martin G. Glaeser, of the 
University of Wisconsin, in a volume entitled 


Public Utilities. in America Capitalism (New York, 
MacMillan, 1957), explains at page 66 that the 


Windom Committee of the United States Senate, 


appointed in 1874, complained of excessive railway 
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rates, On the other hand, he says that the 

Cullom Committee of 1886 "instead of complaining 
about high rates .,. contended that the 'paramount 
evil' in the conduct of the transportation system, 
‘anjust discriminations between persons, places, 
commodities, and particular descriptions of traffic', 
Improvements in railway facilities, the growth 


of traffic, and particularly rate wars had in the time 


between the two reports changed entirely the incidence 


of the railway problem, Discrimination, 
as a new phase of the railroad problem, was the 
direct result of excessive railway competition... 
Place discriminations arose out of the fact that 
railroads regarded themselves adjuncts to the markets 
which they daveved: and their rates were consequently 
adjusted to favor the market which particular 
railroads desired to build up, Higher rates were 
also in effect upon local traffic, not subject to 
competition, as compared with rates applying on 
traffic moving between junctinn points where com- 
petitive influences were felt. Another type of 
discrimination arose between large and small shippers 
because the large shipper was able to secure a 
rebate or other preferential treatment on account 
of the larger quantity of traffic which he could 
offer." 

fhe problem of excessive rate cutting among — 
railroads was also examined, more than thirty 
years ago, by Professor Eliot Jones, Professor 


of Economics at Leland Standford University, in 
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his work entitled Principles of Railroad Trans- 
portation (New York, MacMillan, 1924) and despite 
the length of his statement we take the liberty 
of quoting it rather fully. At. Page 91, he writes: 

"It 1s a generally accepted view that 
competition among railroads, unless restrained 
in some manner, tends to become ruinous, that is, 
fails to establish a normal level of rate sufficiently 
remunerative to attract the additional investments 
of eapital that recurrently become necessary." 

In describing the forces that lead to this sit 
uation he continues at pages 92-93: 

"The large investment in fixed plant 
(roadway, structures, terminals, etc.) gives rise 
to large fixed (or constant) expenses; that is, 
expenses that do not vary in proportion to changes 
in the volume of traffic. Since the expenses do 
not increase in the same ratio as the traffic, a 
railroad is naturally desirous of securing additional 
traffic in order to profit by the law of increasing. 
returns. If it can secure additional traffic without 
making concessions in rates, so much the better; but 
the point to note is that the railroad can afford to 
take additional traffic at any rate which exceeds the 
extra cost incurred on account of the increased business. 
The reason that the rate on this additional traffic need 
not cover its proportionate share of the fixed expenses 
is that these expenses (being fixed) will continue whethe 
or no the added traffic be taken. It suffices, therefpre, 


if the rate is high enough to make some contribution, 


however alight. 
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to the fixed expenses. 

"“*he added traffic thus secured may be 
new traffic or it may be traffic that had been 
moving over another railroad line. If the former, 
its carriage represents a net gain; if the latter, 
it represents a diversion of busimess not likely 
to be submitted to by the other road, For it is 
quite as true of the second road as of the first 
that its expenses are largely fixed (constant), 
and therefore it cannot tamely submit to such a ‘loss 
of its business. If it meets the rate of its 
competitor, the particular item of traffic affected 
will fail to make its proportionate contribution 
to the fixed expenses, but it is better that 
the competitive traffic make some contribution 
to these expense than none, Accordingly, the second 
road will weually meet the rate or even cut it still 
further, thus leading in all probability to another 
eut by the original trespasser until finally 
the rate may fall so low that it barely covers 
the extra cost occasioned by the movement of the 
competitive traffic, Below this point it would not 
ordinarily be to the interest of either road to go. 
Yet at this point, it is generally conceded, the 
rate on all competitive traffic may remain for 
considerable periods of time, If, then, there are 
present the conditions favourable to such a 
struggle, that is, transportation facilities in 


excess of the traffic offered at rates remunerative 
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to the railroad, and a large percentage of traffic 
that may move by two or more roads instead of being 
local to any one read, rates may for some periods 
of time be ruinous to both roads," 

To an inereasing extent, we are advised, 
theorists working in the field are swinging away 
from the view that out-of-pocket costs for exten, 
business provide a sound basis for pricing. The 
tendency is now: to define marginal or out-of-pocket 
costs rather broadly, so as not to omit the 
indirect cost which sooner or later become involved 
if there is a substantial amount of business at 
cut rates. 

In consequence , true marginal costs prove 
to be closer to average costs than was formerly supposed 
The question is examined by Professor R.K. Davidson, 
of Pardue University, in a more recent context 
whieh teuches gas, in his Price Descrimation in 
Selling Gas and Electricity (Baltimore, Johns 
Hopkins Press, 1955). He writes, at page 195; 

"Tt is a widely accepted belief that electric 
and gas utilites are prime examples ofindustries that 
operate in the place of decreasing longrun average 
costs ... This is probably no longer the situation, 
except for small, non-interconnected utilites. 

Under present conditions with widespread interconnection 
‘between utilities and the mulitplicity of production 
units, it seems likely that there is little or no 


difference between long-run marginal and average 
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costs for most electric utilities; operation within 
the phase of decreasing long-run average costs may 
still exist for some electric and gasutilities 
With respect to decreasing facilities, but the 
differences would appear to be smallwhile some 

gas companies are probably operating inthe phase 
of increasing average cost, with respect to 
distribution capacity." 

General action to restrain rate cutting ns 
developed slowly. We are informedthat in the 
United States, because it had always been assumed 
that carriers were entitled to a reasonable return, 
the Courts and Congress did not find it necessary 
to spell out the need for a fair return and a 
reasonable general level of rates, until the re- 
gulation of individual rates had gone on 
for many years. 

Similarly we are informed that in Canada 
individual rates were changed and regional rates 
altered several years before there were general 
or overall rate cases. The general railway rate 
eases came either in the period 1918-22 (or at 
most 1912-27) and 1948-to-date. In the remaining 
years since 1904 the Board has dealt solely with 
individual rate adjustments. The telephone cases 
were in 1912, 1920-21, 1927, and 1950 to date. 

We have dealt at length with the railroads 
because they offer the nearest example of the type 


of competition now encountered from gas, that is 
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to say rates offered as a result of unused capacity 
and based on marginal rather than total costs, 
(By marginal cost is meant an increment of denuinely 
variable cost associated with a limited increase in 
volume, expressed on a per unit basis), 
At the same time we recognize that the 
competition between gas and coal is not in all 
; ” 
respects the same as competition between one 
railroad company and another, In the case of the 
American railroads service continued to be offered 
by the competing carriers, hbugh@at ruinously 
low rates which were eventually corrected by 
government regulation, In the case of today's 
competition between coal and gas, on the other 
hand, events may be expected to follow a some- 
what different course, There is no reason to believe, 
in the case of industrial coal, that marginal-cost 
pricing, on the part of docks or dealer in 
response to competition from gas, can enable 
marked reductions in coal prices. Such reductions 
could be made only with the aid of a government 
subsidy or by establishing a complete monopoly 
embracing both coal and oil. 
| In the nature of things the marginal cost of 
acquiring and delivering coal rarely fall much 
below average cost, Whereas some part of a 
fiow of hydro electricity or natural gas may be 
iiencnt of, at least over short periods, as in 


the nature of a costiess surplus, spilling out 
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almost gratis as it were from the company's own 
lines, every ton of delivered coal in effect 
carries with it an invoice showing that most; of 
the value of each ton actually represents cash 
payments to others. These payments serve to 
defray 

(a) the cost per ton at the mine 

(b) the inward freight charges per ton 

(c¢) the out-of-pocket cost of local handling 
and delivery. 

fhe only components of cost not included 
in these items are the constant cost of the dock 
operators and/or retailers. While these constant 
costs are the principal ones at the level of dock 
handling, they form only a small part (between 
5 and 10 per cent) of the final delivered cost of 
coal. 

Thus, despite coal's low average cost per B. 
t.u., it cannot be brought into consuming areas 
at dump prices, there being no segment of virtually 
costless supply which coal dealers can offer to 
a selected group of cunsumers at out prices in 
order to compete with dumped gas. Owing to 
competition, moreover, there is no segment of 
the market in which coal can be sold at sub- 
stantially above average cost to yield an off- 
setting profit. 

Since, then, tke coal trade cannot defend 


its position effectively by resortifig to marginal- 
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cost pricing, the result of large-scale seasonal 
dumping cof gas is likely to be either no coal or 
dearer coal, other things being the same, and to the 
extent that dock operationsbecame inadequate, 

a less secure fuel supply in the winter. The con- 
sequences for the community are of the same broad 
nature as in the examples cited from railroads and 
public utilities, despite differences in the details. 
We hold that these consequences are of sufficient 
importance to justify the attention of a suitable 


public authority. 
Vil. WASTEFUL USE OF A SCARCE NATURAL RESOURCE 


On the question of natural resources, Western 
Canada's supplies of natural gas, though enormous, 
are small when compared with the pace at which 
gas is being used on this continent. We understand 
that the present Canadian gas reserves are equal 
to between two and three years' American con- 
sumption, While alarmists' predictions of early 
exhaustion have time and again been disproved by 
the event, a long view of affairs must surely 
lead us to deplore not only the flaring of gas but 
also the massive use of gas for purposes equally 
well served by more abundant and, on the average, 
cheaper fuels, The energy locked in coal reserves is. 
almost infinitely more, abundant, and both coal 
and oil are more transportable and more readily 


stored. It may be true that the abundant oil 
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| applied to end-use or to price, We hold, however, 


of Arabia (Af not seized by a hostile power) could 
2 relieve the shortages of this continent for generations 
3 or centuries, but 1t 1s impossible to transport the 
4 natural gas of Arabia or any other continent to | 
5 North America except a5 a liquid, and at heavy cost. | 
° Sinee this continent cannot draw on others for 
7 economical supplies of gas, as its own become 
scarce, there 1s more reason te conserve gas than oil. 
: The advantages of cas for special uses 
2 ape recognised by everyone, and for these uses | 
dg it is clear that many cansumers are prepared to | 
pay a somewhat higher price for gas, per B.t.u. | 
than for other fuel. These may be called the uses | 
’ of high civilian priority and the degree of 
1" priority is indicated by the premium which gas 
* can command over other fuels. 
i We are aware that measures to conserve | 
- gas, in the interests of prolonging its supply | 
ig for uses of high civilian priority, raise difficult | 
¥ problems especially as to the probable length of life | 
‘ of the reserves and the appropriate rate of interest 
F to apply in reducing the money value of future use 
% of gas to present value. We do not presume to enter 
. this important but rather conjectural field, We 
a are also aware that there is room for disagreement 
| on the exact point at which the sale of gas for 
4 purposes of low civilian priority should be re- 
7 stricted, and on whether the restrictions should be 
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that the burning of immense quantities of gas under 
steam boilers is a use of such low priority, and | 
will exhaust such a large part of the nation's 
reserves, that it places this use of gas definitely 
outside the sevednatbie area from the standpoint 

of national benefit, except whereZt can be shown 
that the only alternative is for the gas to be 
wholly wasted, Almost anything that burns briskly 
¢an boll water at a price, and coal does so remarkably 
eheaply, especially in modern installations, The 
burning of gas for boiler fuel should therefore be 
the first and the main use te be discouraged. 

In this connection we understand that some 
two-thirds of Trans-Canada's supply of gas is not 
associated with oil, and hence need not be regarded 
as doomed to be lost if not used now, (Hearings, 
February 24, 1958, page 2293.) 

Important discoveries of gas are still 
being made in Western Canada and an impression 
seems to be gaining ground that the supplies are 
unlimited, We wnderstand, however, that while 
Western Canada's ultimate reserves are very large, 
they are confined to a geological area which is 
relatively small compared with the United States 
fields, and hence are correspondingly limited 
as to both the recoverable quantity of gas and 
the anrual rate at which 1t can be economically 
withdrawn. 


In the nature of things the supply of gas 
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is prone to get out of step with the market, The 
supply becomes available in advance of demand 
because gas is often found as an incident in he 
search for oil, In this situation the self- 
regulating mechanism of the market-place cannot 
be relied upon to impose a sensitive check upon 
gas supply in the event of a glut, and thereby 
¢onserve the resource, This being so, deliberate 
measures for comservation seem necessary. If such 
measures aré mot adopted an irreplaceable fuel 
resource, having umique properties for certain uses, 
will be consumed far more rapidly than would seem 
desirable from the standpoint of national interest, 
There appears to be a conflict between the 
economics of distribution by long-distance pipeline 
and the economics of conservation, It is true 
that without a pipeline the gas cannot be used, and 
a fraction of 1% will run to waste, With a pipeline 
however, the gas tends to be thrown on the market 
more quickly than its relatively limited supply 
justifies, in order to add something (probably little) 


y 


to the revetwes of the line, 
; fae SUMMARY OF PARTS 1 - Vil 


Before offering our recommendations we wish to 
summarize the submission thus far, as follows: 
i, If Trans-Canada's forecast prove correct, 


natural gas sold for industrial purposes 


will displace between one~ quarter and 
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one-half of the combined industrial cen- 
sumption of coal and fuel oil 

2. The loss of tonnage to gas is expected 

to occur mainly in the warm months, In 

the winter months, on the other hand, 

dumped gas will not be available, hence 

the former peak in the winter demand for 
industrial coal would remain, The docks! 
annual load factor would fall and average 
handling costs per ton would rise. 

ae AS the rise in average costs would be 
appreciable, it would lead, in one way or 
another to either (a) higher selling prices 
for coal from the docks, or (b) the complete 
cessation of dock operations. 

Higher selling prices for ¢éoal would be 
followed by higher rates for industrial 

gas, and industrial] coal customers using 
summer gas for boiler fuel would before 

long find that’ under the new arrangements 
their combined anmmaal fuel costs were either 
the same or higher. 

Other large customers, who use boiler fyel 
mainly for space heating in winter months, will 
not be in a position to avail themselves of 
much dumped gas. They would find, owing to 
the umused capacity elsewhere caused by 

gas, that their outlay for other fuel had 


risen, Thus more competition would lead to 
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higher rather than lower prices, a well- 


: known paradox in the field of public utilities. 

3 6, If the supply of dumped gas subsecuently 

. diminishes, more industrial eoal will be 

5 needed to take its place, especially in 

, the summer, In the meantime, however, some. 

: of the very limited deck space suitable 

e for coal shorage may have been converted 

. irrevocably to other uses, delaying or 

a preventing a resumption of assured supplies 
11 

of low-cost coal, 
12 
ts Dumped gas thus gives rise to a most 

- umasual competitive situation, one which 
a is im a class by itself owing to its per- 
F iodicity,its extent, and the likelihood that 
% it will eventually subside as gas becomes 
d relatively scarcer. The situation recalls 
a am early period of ruinous competition 

i among American railroads. | 

7 8. In American railroads, competition arising 

; 4 from umused capacity and based on marginal 


-cost pricing led to am impasse rather 

than a workable equilibrium, It necessitated 
the intervention of a rate-making authority 
in the interests of solvency and continuity 

of service, Competition between gas and coal 
under similar conditions of unused capacity is 
not however identical with that between rail- 
roads because of the different relations be- 


tween the respective marginal and average 
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costs, Industrial coal cannot be sold 
continually at dump prices, as mach gas 
can, nor cam it be sold at mohopolistically 
enhanced prices to householders 

9. Natural gas 18 comparatively scarce, when 
compared with its present rate of con- 
sumption in North Americs, and is mich searcer 
than o11, Phe resources of coal are by | 
comparison almost ulimited, and they 
yield heat at a very low average cost, 

10, Neither the mechanism of the competitive 
market nor the policy of pipeline companies 
with unused capacity can be counted on te | 
conserve gas for uses of high priority. 
Public intervention seems the only effective 


method of conservation, 
Lx ¢ RECOMMENDATIONS 


fur principal recommerdations refer to (a) 
the allocation of costs under-lying the rate 
structure for gas, (b) rates for industrial gas 
and the question of undwe preference to Barge Gan-_ 
Sahara: be) ire Besier Lei ot the use orga for certain 
purposes of low priority, (4) the question of a 
National Energy Board, (e) the procedure of 
regulatory boards generally, and (f) drawbacks 
against the import duty on coal, 

(a) We understand from the submission of 


"pans-Canada that its rates were designed 


on the basis of a cost-allocation method 
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used by the Federal Power Commission of 

the United States, We trust thatyou will 
see fit to inquire into the details of 

the Power Commission's method and that 
employed by Trans-Canada, with a view 

to ensuring that the resulting rate 
structure recovers a reasonable proportion 
af the cost of serving the various classes 
of customers and that it does so without 
unjust discrimation or undue preference, 

(b) At present both frans-Canada and the local 
distributing companies seek to justify their 
interlocking structure of dump rates on the 
ground that such rates are necessary for 
securing the traffic. We suggest that 


in weighing this argument the considerations 


outlined in The Transport. Act may prove 


helpful. Section 26-.of the Transport Act 
provides that the Board of Transport Com- 
missioners, when deciding whether a pro- 
posed lower rate does or does not amount 
to am undue preference or an. unjust dis- 
crimination, 

"may consider whether such lower toll, or 
difference in tneatment, is necessary for the 
purpose of securing, in the interests of 
the public, the traffic in respect of 
which it is made, and whether such object 
cannot be attained without unduly reducing 
the higher tolls," 


as we understand this section, when taken 


along with section 23, it enables the Board 
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so allow or disallow a discriminatory 
reduction in the light of a broad consideration 
of the public interest, and inthe Ligh} of 
alternative policies for enhancing earning 
power, 

If similar scope were given to an authority 
empowered to deal with gas, our position 

could be stated as follows, We hold that 
certain of the reduced rates for industrial gas 
amount to an undue preference or unjust 
dfatetattton’ and should be disallowed, on 

the grounds, 

(2) That the resulting disturbance to the inflow 
and winter stockpiling of water-borne coal, 
the consequent increase in unit costs, and 
the associated irregularity in gas supply, 
would be against*the public interest, and 

(2) that the objective of maintaining the summer 
traffic in gas could be attained in Ontario, 
to a greater degree than now Sonbbuntated 
by the delivery of surplus summer gas to 
underground storage for use during the winter, 

This recommendation refers not only to regulation of 

Trans-Canada's desceiding rate scale, but, with 

appropriate changes, to the rates of local distri- 

buting companies which in Quebec are regulated by 

the Provincial Electricity Board and in Ontario 


by the Ontario Fuel Board, 
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(c¢) We suggest that consideration alse be 


2 given to restrigting or prohibiting the use 
3 of natural gas as industrial boiler fuel. 
4 We understand that most of the gas sold for 
5 this purpose adds a relatively small sum 
6 per m, ef. to the revenues of the companies, 
7 “while it is obvious that it burns up vast 
8 quantities of a comparatively scarce natural 
9 . resource which could before long be put 
10 ¢o mach more valuable uses, We do not feel 
11] in a position te suggest fhe exaction form of 
12 control, but is is evident that several 
13 forms are possible such as (1) a minisram 
14 price,. already referred to in broader terms 
15 im (b) above, (2) prohibition of certain end- 
16 uses, (3) quotas for certain end-uses, and 
17 (4) restriction of the total amount or 
18 proporation of gas offered on other than a 
| 19 firm twelve-month basis, fhe last of these 
: implies whatever complementary public measures 
| - might be needed for hastening the increase 
“ of summer storage. 
a In connection with the above proposals we 
Es suggest that the Government consider modifying, 
‘ in the case cf the Northern Ontario Crewn 
| 4 Pipeline Corporation, certain minor terms of 
| a7 | the contract which add to the existing 
ey incentive to press the sale of gas for 
29 
) | inferior uses, 
_ 30] 
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(ad) From the Commission's terms of 

reference, part (c) it appears that the 
Government has already decided to establish 

a National Energy Board, and the Commission 
is asked to confine its recommendations 

to the Hoard's jurisdiction, administration 
and procedure. -In view of the wide scope 

of the final clause in the terms of reference, 
however, we beg to question whether a National 
Energy Board would provide the most suitable 
form of organization for dealing with energy 
problems. We are distrubed by the extent of 
the power often exercised by semi-autonomous 
regulatory bodies, and are impressed by 

the need for publicity as to their actions, 


> 


for appeal from their decisions, and for 
occasional review of their influence on the 
economic system. We favour legislation which 
would bring the public aspects of the energy 


industries under the direct scope of a 


Single government department. 
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(e) We also wish to add a recommendation 

on the conduct of hearings before the public 
regulatory bodies, whether national or 
provincial. We believe that in the public 
interest the hearings before such bodies 
should be open, that their findings should 
be a matter of public record and that all 


interested parties should be given ample and 
duly publicized opportunity 
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to submit their views in advance of each 


rate authorization, 


as ee ae ay es 


(f) Finally we wish to make a suggestion 
concerning the drawbacks allowed against 

the import duty on coal, not discussed above, 
Drawbacks are now allowed in the ease of coal 
used for making both salt atid coke (the latter 
in conjunction with free entry of foreign coke) 
while exemption from duty is allowed on bunker 
coal used by ships moving in international 
waters, We propose that the drawbacks against 
auty be extended to coal used in the production 
of goods for export or, at the least, to coal 
‘ahaa by the rather small mumber of major export 


industries. 
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In conclusion, we will be glad to give 
additional information or explanations on matters 
within our scope, 


All of which is respectfully submitted. 
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APPENDIX - PART B - (1) 


NOTES ON THE DEVELOPMENT OF THE WATER-BORNE COAL 
TRADE IN THE TORONTO AREA, AS INFIUENCED BY THE WELLAND 


SHIP CANAL AND AUTOMOTIVE TRANSPORT, 


(Reproduced from the submission gf the Toronto Coal 


Exchange to the Royal Commission on Coal, 1945, pp.31- 


36.) Also in hearings (1945) pp. 4600-4606. 
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The following is a list of the principal submissions to the Royal 


Commission on Coal, 1945, bearing on the supply of bituminous coal.in the 


Great Lakes area. 


While wartime problems naturally received much attention 


in 1945, the organization, technology and cost of freight and handling were 
also described, especially in Exhibits 229 and 231, passages from which are 


reproduced in Part B below, 
I. SUBMISSIONS ON THE IMPORT, DISTRIBUTION AND USE OF COAL, 1945. 
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179 
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By Whom Submitted 


Hamilton By-Product Coke Ovens, Ltd., 
Port William Dock Co. 

Industrial Consumers of Coal in Hamilton 
Owen Sound Board of Trade 

James llurphy Coal Co., Fort William 
Lakehead Fuel Dealers 

Fuel Protective Association of Ilamilton 


B.A. Allcut, University of Toronto 
"A Fuel Policy for Canada" 


Toronto Retail Dealers Association 
Rochester and Pittsburgh Coal Co. (Canada) 
Ltd. (re duty on bunker coal at Montreal) 
Toronto Coal Exchange 


Nineteen Canadian Importers and 
Distributors of Bituminous Coal 


i‘ontreal Coke and Manufacturing Co. 
The Coal Control (Ottawa) 


Dominion Fuel Board (Activities 


ef, Vol. 1) 


Dominion Fuel Board (Activities 


of, Vol. 2) 


Witness 


H.G. Henry 
S.R. Freed 
R.W. Angus 
F.W. Smith 
F.C. Murphy 
F.C. lurphy 


E.Ae Allcut 


W.A.e Gunn 


‘~. Walsh 
M.J. Patton 


H eu) ® Stuart 
D.C. MacGregor 


D.G « Munroe 
C.L. O'Brian 


E.J. Brunning 


F.G. Neate 


F.G. Neate 
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SUBMISSIONS ON THE COAL MINES AND THE TRANSPORTATION OF COAL 
BY RAIL TO THE SHORES OF THE GREAT LAKES: A SELECTED LIST 
Page in 
By Whom Submitted Witness Hearings 
National Coal Association H.A. Glover 4237-4256 
Consolidation Coal Co. and others A.B. McRlvany 4256-4313 
United States Coal Producing District 
. No, 8 RE. Howe 4313-4335 
Twenty-seven Coal Carrying Railroads 
of the United States R.S. Kern 4377-4404 
Illinois Coal Traffic Bureau C.W. Stadell 5079-5100 
Group of United States Railway Companies R.G. Raasch 5102-5111 
Kentucky Coal Agency, Inc. H.C. Moore 5111-5116 
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1| FUEL HISTORY 

2 By reason of Toronto's locationén lake 

3 Ontario, anthracite coal became available by 

4 water soon after the Pennsylvania fields began 

> to be Foca bya and railways were built connecting 
6 them withthe south shores of Lake Erie and Lake 

7| -ontario, Thus the city was early educated*to the 
8 use of anthracite, which was found to be a very 

9 acceptable as well as a readily available fuel. 

10 Peon a population of 59,000 in 1871 the city grew 


rapidly, and as anthracite was the standard fuel, 


(depth 14 feet) was available for ships of limited 


burning equipment and flues and chimneys were built 
13 | to Pan it rather than Hituminous coal, be 
M4| HORSE-AND-WAGON DAYS ---~ INLAND YARDS 
1S During the latter part of the 19th century 
a and the early part of the 20th, a number of small 
3 coal docks were constructed along the waterfront in 
. the neighbourhood of Church and Parliament streets. 
“ Sailing vessels and, later, tugs and barges, brought 
. coal across the lakes to these docks and from there 
4 it was distriguted are ee the eity by horse and 
a wagon, The delivery range of a horse and wagon is 
limited, and as the city grew and railway facilities 
* became available to the then outlying sections .. 
of the city, inland railway yards for the storage 
P° and sale of coal sprang up, and the coal began coming 
a in by an all-rail movement from the United States 
q through the Niagara gateway. 
4 During this period the old Welland Canal 
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tonnage from Lake Erie, and coal from the Ohio and 
Southern fields came in by that route to storage 
accommodation around Toronto Bay. This coal, however, 
was nearly all for industrial use. Coal for domestic 
use did not come into Toronto through the canal in 
any appreciable quantity until the new and deeper 
Welland Ship Canal was built. 


HARBOUR DEVELOPMENT 


In 1914 the city and the Dominion Government, 
through the medium of The Torcnto Harbour Commissioners, 
began a program of broad development of the Toronto 
waterfront that necessitated railway grade separation 
and the construction of the present viaduct along the 


waterfront for the two railways. 


APPENDIX - PART B - (1) 

This program involved the elimination of 
the existing coal docks, and the fuel importing 
interests who owned them practically all secured 
inland yards on railway sidings throughout the city. 


WAR AND STRIKES FORCE USE OF NEW FUELS 


During the latter part of World War I fuel 
was difficult to obtain, and in 1922 there was a 
long-drawn-out strike in the Pennsylvania anthracite 
‘mines which brought hardship to Toronto householders. 
During this period any and every kind of available fuel, 
including bituminous coal, was brought in and burned for 
domestic heating purposes. At this time, too, limited 
quantities of by-product coke were imported from steel 
plants in the United States where the by-product coke 


ovens were replacing the old wasteful beehive ovens, and 
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*found to be a very satisfactory domestic fuei. 


! Similarly during the 1920-30 period, Pocohontas 

2 coals, which are high-grade low-volatile bituminous 

3 coals, were imported for the first time and found to be 
4 usable in. Toronto equipment. On the other hand, it was 
5 shown that medium - and high-volatile coals were 

6 too smoky for the equipment and chimneys and they met 

7 with great disfavour, except as emergency fuels. 

; The city's smoke by-laws will not permit the emission 

? of smoke for a longer period than six minutes per hour. 
« Another prolonged strike occurred in the anthracite 

” regions in 1925 and it was again necessary to bring 

in many types of substitute fuels to make up the 

- shortage of anthracite. Incidentally, there has been 
a no major strike in the anthracite fields since then 

sd seriously affecting the Toronto area. 

7 It was during the 1920-30 period that by- 

‘d product coke ovens were constructed in Canada, 

. largely as a result of the report of J.L. Landt, 

7 a United States engineer retained by the Dominion 

~ Fuel Board to inquire into the feasibility of making 

4 by-product coke in Canada. The Hamilton By-Product 

q Coke Ovens, completed in 1925, marketed considerable 

q of their product in the Toronto area, and the Steel 

4 Co. of C nada at Hamilton also manufactured coke, 

% some of their excess production being for domestic 

7 heating purposes. The coke ovens of the Algoma 

4 Steel Co. at Sault Ste. Marie originally built in 1911 
a primarily for making blast furnace coke were rebuilt and 
4 extended in 1919 and again in 1937. These ovens, though 


distant from Toronto, sell by-product domestic coke here 
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at times, as do also the many steel plants operating 
in the states bordering on the Great Lakes. By-product 
coke has proved to be a satisfactory domestic fuel 
and meets anthracite competition at competitive prices. 
WELSH COAL INTRODUCED 

It was during the period 1922-30 that Welsh 
coal was introduced to the Toronto market. Large 
quantities of this splendid quality anthracite 
in small sizes became available for this market and the 
blower furnace was developed to burn it. A considerable 
tonnage of large-size Welsh coal was imported also, 
which came in direct competition with United States 
anthracite. World War 11 has cut off supplies of 
this fuel temporarily, as reference to the table on 
page 5 shows, but supplies are expected to be 
available again in a few years, 
COAL DOCKS AND SELF-UNLOADER VESSELS 

The rise and extension of docks in the distrib- 


ution of solid fuels is nowhere better illustrated 


than in Toronto. Following the opening of the 


new Welland Ship Canal in 1930, which permitted 


large upper lake vessels to enter Lake. Ontario, 


‘dock space for thé storage of coal became available 


in-the new Toronto Harbour development the following 
year, Prior to the opening of the new Welland Ship 
Canal, some small self-unloader vessels brought 

coal in through the old Welland Canel, but these 

had short unloader booms and were able to utilize 
only a narrow strip approximately 100 feet in depth, 


along the edge of “oronto Bay. Now larger self- 
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unloader boats capable of unloacing coal twice that 
distance inland came into use, 

Plans of the foronto Harbour Commissioners 
provided for the segregation of coal storage at 
the eastern end of the harbour area and around the 
ship channel, Coal decks were opened up immediately 
this area became available, and by 1935 eleven 
companies were in occupation of 89,25 aeres on long- 
term leases from the Commissioners, The dock area 
was rapidly developed, since coal brought in by 
large boats could be delivered by truck from the 
docks to the different plants and other consumers 
around Toronto at a lower price than all-rail coal, 
and when this movement was once started many of 
the Vevder bol companies then suxsnlying coal all- 
rail to this area made arrangements to move .coal 
by lake-and-rail in order to compete, Larger areas 
were thrown open for coal docks om the water-front 
and by 1945 eighteen companies occupied an area of 
150 acres with docks, 

Bituminous and anttoracite coals and coke are 
stored on the docks, scneening facilities have also 
been erected, and systems of belt conveyors have 
been installed on some docks which carry the coal back 
for storage as far as 800 to 1000 feet from the water- 
front. Coal distributing companies have invested 


Millions of dollars in this dock evelopment. 
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ater-Borne Fuel Movement 
Growth of the water-borne fuel movement into Toronto is shown by the 


ollowing table: 


SOLID FUELS IMPORTED BY WATER INTO TORONTO 


Calendar Years -— Net Tons 


(Subsequent Figures Added ) 


1901-1910 ...6. 155,415 tons (average) 1943 .+e+- 1,861,444 tons 
1928 wee. 150,099 _" 1944 «46+. 1,906,007 " 
1929 wevee igiyes79. 945 stress *lisayiee | 
#550+44¢5 [ 225,992" 1946+siss.°174057724 " 
#9392°43574 560,347 " 1947+ 63060719921 3016 * 
p82? tt. 22°""1,062,994 " 1948 4.06. 1,971,677" 
B99573 05259972, 325,567." 1949*<28t. "19922 j093 ~ ™ 
BOSA*4 42.3! 91,667,537" 1950 .see. 1,963,478" 
1935 seeoe 1,565,264 " 1951*3¢¢t."15920;900  ” 
PoS6°405.0.9"" 1,631,603. " 1952°t33%.°1,801)269 " 
1937° 03.0" 1,726,966 " 1953*s3is.-2@ye8se470 * * 
Beso stees? 1,574,700 " 1954°s5t%.7dy76ly09° 
R990 343 057 2,767,131" 1995) «0 oes. 14002540 9 
PURO esee 2,024,081 1956 seeee 2,090,457 " 
Alesse. 1,006,068 * 1957 scouss es 13tboe" 


1942 «66. 1,968,542 " 


the above includes anthracite coal, which however does not move in large 

‘ounts by water. The average for 1901-1910 has been added to the table 

‘iginally published, and is from the same source.) 
Similar growth in water-borne imports into Hamilton, the other large 


rt on the west end of Lake Ontario, is shown in the table following: 
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SOLID FUELS IMPORTED BY WATER INTO HAMILTON 


Calendar Years — Net Tons 


(Sudsequent Figures Added ) 


#35 sent x7 900 
464,561 
197,559 
€54,750 
oeee01,006, 604 
905,461 
dele (227,995 
Pree, 294,981 
»eeee1, 099,006 
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A DESCRIPTION OF THE IMPORTING AND 
WHOLESALING OF UNITED STATES 
BITUMINOUS COAL IN CANADA 


(Prepared for the Royal Commission on Coal, 
1945, by the Canadian Importers and Distributors of 
Bituminous Coal, and submitted by them as Appendix A, 
Also in hearings (1945) pp. 4752-4760). 

In the past thirty years, there have been | 
quite extensive changes in the methods of burning 
bituminous coal, 

These changes, involving as they do the use 
of a wide variety of stokers and powdered fuel units, 
have brought with them special problems of preparation 
and selling methods, Wheveas in the earlier days 
"Lump", "Mine Run", and "Slack" ewe the only sizes 
of coal to be considered in a sale, the use of this 
special equipment calls for skilful selection of the 
right fuel by trained specialists who use the most 
modern and scientific methods of studying the individual 
boiler plant, and make their fuel selection from a 
widely scattered group of mines or mining areas, 

They must combine knowledge of burning requirements 

with knowledge of burning/character of coals from differen 
mines, different seams and different areas, ranging 

in volatile content from 15-40 per cent, in ash fusion 
from 1900°F to 2800°F, and in ash content from 3-15 

per cent. Structure and sizing of coal must be considere 
as well as the character of the coal, whether light, 


medium or dense coking in type. Further reference 
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will be made to this in the seetion on fuel burning 
equipment. ‘ 

With the introduction ofthese technical 
problems and the application of coal to the job in 
an attempt to give the consumer the maximum benefit 
from his investment in coal burning equipment, much 
closer co-operation has developed between coal producers 
and equipment manufacturers in the designing of equipment 
and the preparation of the eval. 

It has followed naturally for the producing 
companies to initiate the use of combustion engineers 
and technical experts referred to, as the means of 
securing best results for the consumer, ‘These men 
are able to pass on to regular plant operators valuable 
advice and help based on experience in dealing with a 
wide variety of applications, Recommendations are 
frequently made to the mines relative to the sizing 


and preparation of coal which is helpful in méeting 


special conditions, 
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In Canada, many of the largest United States 
producers of bituminous coal have established wholly 
or partially owned subsidiaries to represent them in 
their dealings with wholesale distributors or with the 
purchasing departments of large industrial concerns, 
many of which insist on direct contact with their. sources 
of supply. Competition between these sicpukaiton 
is very keen in all types of distribution. 


The establishment of docks and large storage 


a 


: - - 7 - - . 
: 7 | ‘7 
ret rt 7. a | 7” __ + sm we ‘ a ¥ . 
7 , ‘ : 7 ; : a bs 
grivzed da ae ent ak alist od ebsm cote 
> ‘ 2 ’ 
oe 4 ~ xi 


Certadtes aaeds te gaisoubdnas wid cttw : 
| ry ner t a 
= fd) dot ace oF [aee +o gohbestiqgs o4@ bas ams (dong 
straws tomixin aid Waco? eat evig of tqmetts ae 
dou \tasagtone galctepe Taew ae fnedtaswnl etd mor? 
-“sonbora Leow menworny bagetovab weal fold 676q0-09 aseols 
and ab qweudt ostones tosmytups fae” 


\yoamg idpe lo sitapiews 


seo etd Te Weleezegerg edy Soe 


) ; 
optery ent cot ohlenagen Lawes fet ead oF 


af 
weactane noltendime to Sey ape ejattin? of setneqnog 
fo seem etd BES? hevre ley e@¢eqg%te Lsotadoes bas | 
7 pant agent tsspacen eee? eflesen Peed gaixtucse | 
‘(deuler exotateqo tielq Teleget eo ne eeng o¢ elds et8 


) ge attw sariaeb me 


sate weaqke of boxed qien bas ootvbe 
eek enoLd abarbano1e7 snofeenntqga “16 ytelev obiw 
wiketa ott of avitelen ente Oae ot obam ¢yltneupest ' 
saom at Lintaten af deta laoo t6 colvsteqetq balal 


gxetetbacso [sloed@ 


gs THAD = UGMaTIA 


sreih.petint 2eaaiai sdi to yese ah ened at 
wae floes berlatituéen over tend esoutargtd to aneoubong 
| vt gang agenssgen of seltaldiogua heowoe y¥llalereq 2 
sid cultw to scecudietelD efseslogn atiw agntieek th 
| anceones Lettagint eatel te _praemdueged. gale sdoge 
| eesivos .TLerd déle ¢ostace toe rth wo vatant doldw Io 
eecanqnen essed’ aeewied aotdsveqned - ylaqua 


mobivarwtelh to sua? [fe at nee Yr1eV 


epanofe opn4el bas ev.% to suseiecidases eat 


- 
j 


< 
ANGUS, STONEHOUSE & CO. LTD. 139 
TORONTO, ONTARIO 


inventories at strategic points on the St. Lawrence 
River and Great Lakes system has had almost the effect 
of moving the mines to consuming areas, with the 
additional advantage of having the coal above ground, 
Use has been made of publicly owned storage docks 
where available, but in some cases coal companies have 
had to build their own. 

Direct rail transportation from mine to con- 
sumer is still used where rail sidings and freight rates 
justify this movement. However, delivery by 
truck lot directly to bins from storage docks without 
the further cost of car unloading, as with the rail 
movement, has made this type of delivery very attractive. 
The assurance of supply when coal is actually stored 
in Canada and free of interference from mine strikes 
or railway car supply failure has been an additional 
factor in favour of this movement, Special equipment 
is required by this method of coal transportation such 
as large Crawler cranes with buckets, for transferring 
coal on the dock in some cases, quick~-loading coal 
hoppers, screening equipment and in the case of domestic 
stoker coals, special dust-treating equipment. 

Large quantities of coal have always moved 
to the head of the Lakes and lower St. Lawrence 
destinations in bulk freighter vessels. On arrival, 
they are unloaded by expensive coal bridges which were 
built for the purpose by wholesale companies or consumers 
on their own property. In some cases, the railroads 
have built and established coal storage docks for the 


handling of their own coal transported by vessel when 
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haulage on their own lines would be an expensive 
proposition, In such cases, they frequently handle 
commercial coal as well as their own coal over their 
docks as in the case of Britt and Prescott, Ontario, 
properties of the Canadian Pacific Railway, and the 
docks of the Algoma Central and Algoma Eastern Railroads 
at Michipicoten, Sault Ste. Marie and Little Current. 
(NOTE: The dock at Britt was closed in 1957). 

With the development of the self-unieader 
vessel, first of canal pies and deters at the time of 
the Welland Canal operiing, fwll size, 6-10,000 ton 
capacity, capable of unloading at rates varying from 
40021500 tons per hour, there has been made possible 
the use of property for coal storage without the neces- 
sity of building expensive bridges, Supplementary 
conveyor belts and stackers made the use of great depth 
of property from the unloading point easily possible. 

Special small self-unloader vessels are used 
for delivery in shallow-draught areas such as the Bay 
of Quinte, Napanee River, Gananoque and various 
destinations on Georgian Bay and Lake Erie. By 
means of these self-unloaders, long haul railway trans- 
portation has been reduced to a minimum and less 
expensive vessel transportation has made possible the 
delivery of coal to consumers at very low cost. 

Actual distribution of coal from mine to 

consumer is accomplished: 

(a) By direct rail from the mine to the 

consumer's siding where he unliocads it, or 


to some other siding nearby where it is 
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unloaded under the auspices of a retail or 

wholesale coal company which has the equipment 

or may fiibe the service performed, In 

such case, it is the usual practice for the 

wholesaler to purchase the coal at the mine 

and arrange for shipment in his own name, 

giving the ‘consumer a landed cost in his 

bins. 

(b) By vessel movement to consumer's 

own dock or to @ wholesale or commercial dock. 

In the case of coal transported by vessel, it 
is well to have some knowledge of the details of the 
movement. Generally speaking, coal for central 
Canada originates in one of the following Districts of 


the United States: - 


i’ Central Pennsylvania 

2% Western Pennsylvania 

os Northern West Virginia 

h, Ohio 

6. West Virginia Pan Handle 

ts Virginia and Part of West Virginia 
8, Southern high volatile 


Coal from Districts 1-2 and 3 can move to 
Lake Ontario Ports of Sodus, Oswego, and Charlotte, 
with some exceptions from which ports it could load 
for St. Lawrence River Ports and Lake Ontario destinationg. 
Coal is loaded on Lake Erie from all of the 
District indicated. Large tonnages move through 
loading ports of Buffalo, N.Y., Erie, Pennsylvania, 


Ashtabula, Cleveland, Fairport, Lorain, Sandusky and 
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Toledo, Ohio. This coal originates on such rail- 
roads as:-= 
District 1 - B&O, PRR, NYC, P&s, PS&N, Erie, 
C&l, LEF&C, Western Maryland 
District 2 - B&O, B&LE, PRR, P&LE, Montour, 
Pittsburgh & West Va. 


a $ 
District B&O, Monogahela, Western Maryland 


Ww 
f 


District 4 - B&O, PRR, NYC, W&LE, C&O 
| District 6 = B&O, PRR 
District 7 = C&0, Interstate, N&W, Virginian 
District 8 = C&O, CC&O, KC&NW Railway, K&M 
Railway (NYC), I&N, N&w 

By various routes these shipments arrive 
at Lake Dumping Ports where they come under the 
supervision of the Ore & Coal Exchange. The duty 
of 5 a ee is to secure quick unloading of 
cars and efficient movement along the route so that 
cars may be returned promptly to originating railroads... 

Docks may be ready to receive the coal on 
arrival of vessels. This requires careful planning 
of the shipments that will be made in each and every 
month. Some coals break down in storage more 
than others. These must be shipped as late in the 
navigation season as possible. Some coals store 
better than Qthers and a vast amount of knowledge has 
been developed on proper methods of storage, including 
the impacting on arrival of the finer sizes. Some= 
times it is necessary totransship coal over a dock and 
have the space available quickly for following shipments. 


In such cases trucking arrangements must be co-ordinated 
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with coal arrival. 

With coal moving in such large volume during 
the summer season, the mines must plan production to 
take care of these requirements. Often the sizes 
required in one area in Canada may cause an unbalanced 
position at the mines in relation to other sizes. 
Outlets must be found that will permit the entire 
programme to be carried out. Sometimes stoker 
sizes for Canada wili be made possible by movement of 
top sizes in the U.S. and Slack sizes in some other 
areas of Canada or vice versa. 

Docks have been established at every point 
along the North Ontario shore which can be reached 
by vessels having capacity as low as 600 tons. 

Close control of vessels involved in coal 
transportation must be maintained. This is a func- 
tion of Coal Traffic Departments. Co-operation 
of the keenest kind is required to avoid or keep 
down demurrage costs on cars at ports waiting for 
vessels to take the cargo. During periods of un- 
certain production, such costs can reach serious 
proportions. 

Frequently it is necessary to ship from widely 
scattered areas to the same port ror loading into the 
same vessel for delivery at the same Canadian 
destination. Very infrequently deliveries are 
necessary from the same vessel to two Canadian 
destinations.... 

Vessels are divided into compartments. 


Separate weights can be obtained for each. As many 
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as five different kinds or sizes of coal may be 

carried in a vessel at the same time, depending on its 
size and compartment arrangement. Most seif-unloader 
vessels have hopper-type holds under which operate 
conveyer belts. These carry the coal to the front 

of the vessel where it is raised on a bucket conveying 
system, dumped into a chute which feeds another 

conveyor belt operating on the wnloading arm or "boom". 
This boom extends over the side of the vessel above the 
dock. It can be raised or lowered or swung 
horizontally as required into the exact position 
desired for unloading, by controlling cables operated 

by winches on the vessel. The coal flows over 

the belt and falis on to the dock. Some breakage 
occurs initially but as the pile grows, it is possible 
to control this breakage to a considerable extent by 
careful operation of the unloading boom. As mentioned, 
the rate of iiamnees may be as high as 1500 tons per 

hour from large seif-unloaders, 

On arrival at the storage dock of a whole- 
saler, the coal may be added to piles of the same grade 
and size representing the amassed orders of a number of 
consumers. Tt can be removed as required, weighed 
over dock scales and invoiced on truck weights. 

It ean be seen since approximately 75 per 
eent of Canada's coal seanineuonhs are carried by 


vessels during the navigation season from April lst 


to November 30th in each year, quite complete and 


efficient firms are necessary in order to 
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(a) have the right amount of coal 

(b) of the right grade 

(c) dn the right place 

(d) at the right time, 

In addition ‘to the factors mentioned, there 
are further on Naik ndataiiids Such as the problems of 
exchange, financing of large quantities of coal, 
eredit risk involved in sales, degradation of coal 
in storage, method of handling, screening, disposition 
of resultant coals on an economical basis, and also 
storage with its problems of Spontaneous combustion 
and wastage, 

Smoke ordinances of various communities make 
necessary the securing of soal for consumers which will 
operate in harmony with such regulations, 

The ability to use large capacity vessels 
with their reduced transportation cost and ability to 
avoid demurrage charges on cars awaiting dumping into 
vessels is only possible through the amassing 
of orders and pooling of tonnage. 

The funds to pay for large quantities must 
be made Se iaune and credit responsibility maintained, 

The advantages of large scale operations 
are passed on to the smaller retailers through these 
organizations, making it possible for them to buy 
truck-loads of various coals for delivery to consumers 
requiring different types, without the necessity of the 
retailer having to ship separate cars of each to his 
own yard and tie up hfs\1imited storage facilities 


for long periods by so doing. 
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Consumption of coal in private homes, whether 
2 used in domestic stokers or not, makes necessary 

3 special equipment for the sizing and dust-treating of 

4 coals. This can be taken care of in the most 

5 economical manner by doing it on a large scale, which 

6/ such wholesale dock operations permit, 

7 Arrangements for coal with sources of coal 

8 supply must be predicated on the nedde of the area 

9 served. Experience of many ait makes it possible 
10 for this group of distributors to estimate with fair 


accuracy those requirements, and to give an indication 


12 to shippers of the quantities which can be accepted 
& during each month of the navigation season, 
“6 Production schedules of the producing companies 
_ are set up early in the year and it is necessary that 
aS proper arrangements be made to have the required 
| tonnages included in their production programmes. 
a 4t is quite evident that to ensure shipment, 
4 orders must go to the U.S. suppliers very early in the 
a year but it may be a surprise to know that contracts 
% are sometimes completed for shipments with the mines 
a by the end of February. A elose check on fhtastriat 
- activity must be maintained and ability to make rapid 
4 adjustments in case of necessity is of prime importance. 
4 Close co-operation with shippers throughout 
. the year is necessary to maintain the fiow of coal 
a evenly and surely throughout the season. 
28 
- 29| 
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MEMBERS OF THE CANADIAN COMMERCIAL COAL DOCK OPERATORS ASSOCIATION 
a nich itr eee hE LS be 


C. L. Amos Coal Company (Canada) Limited 
§. Anglin Company Limited 

Canada Coal Limited 

Century Coal Limited 

Confederation Coal & Coke Limited 
Crawford Coal & Fuel Company 

Dalton Fuels Limited 

‘The Davis Smith Malone Co. Limited 
‘Empire-Hanna Coal Division, M.A. Hanna Company 
Fort William Coal Dock Co. Ltd. 
Halliday Fuels Limited 

Imperialle Fuels Ltd. 

Industrial Docks & Supplies Limited 
Kingsville Coal & Dock Company 

The Lake Erie Coal Co. Limited 
Iyons Fuel, Hardware & Supply Ltd. 
McLaughlin Coal & Supplies Ltd. 
McMaster Fuels Ltd. 

James Murphy Coal Company 

Myers Coal Company Limited 

B. W Powers & Son 

W. B. Reynolds Coal Co. Limited 


Rochester & Pittsburgh Coal Co. (Canada) Limited 


Scotch Anthracite Coal Co. Limited 

Jas. Sowards Coal Co. Limited 

‘Swift Coal Company 

Toronto Fuels Limited 

‘The Valley Camp Coal Co. of Canada Ltd. 
Weaver Coal Company 


Montreal, Quebec 
Kingston, Ontario 
Toronto, Ontario 
Toronto, Ontario 
Windsor, Ontario 
Kingston, Ontario 


Sarnia, Ontario 


Owen Sound, Ontario 
Toronto, Ontario 
Fort William, Ontario 
Toronto, Ontario 
London, Ontario 
Thorold, Ontario 
Kingsville, Ontario 
Walkerville, Ontario 


Sault Ste. Marie, Ontario 


Oshawa, Ontario 


Sault Ste. Marie, Ontario 


Fort William, Ontario 
Hamilton, Ontario 
Trenton, Ontario 
Brockville, Ontario 
Toronto, Ontario 
Montreal, Quebec 
Kingston, Ontario 
Kingston, Ontario 
Toronto, Ontario 
Toronto, Ontario 
Toronto, Ontario 
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Details of the coal dock costs for handling 

2 various tonnages, the results of which are summarized Sn 
3] part III of the submission, are presented in the 

4| three following tables for Docks A, B and G, 

5 As the tennages and rental costs in the 

6| tables suggest, Dock A is in a large city, while 

7 Docks B and C are in comparatively small places. 


Docks A and B are rented, the former on a long lease, 


9 and Deck ¢C is owned. 
10 All three docks are operated by the same 
11 company. The selling and administrative expenses 
12 of the head office have not been inciuded, owing to 
differences between one company and another in the 
14 method of allocating between docks, and in the 
. allocation as between dock and non-dock (i.e. all-rail) 
i tonnage. 
17 ' : 
The cases in question show the influence of 
‘ constant costs but they do not purport to be 
id representative of other docks of similar size. 
20 
21 
22 
23 
24 
25 
26 
27 
28 
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APPENDIX = PART D 


DOCK "A" 


Forecast of Handling Costs Predicated on Various Annual Movements of 210,000 
, tons Down to 105,000 tons 


Estimated Annual Tonnage 


210,000 170,000 140,000 105,000 
Net Profit | $10,000 $ 8,100 $ 6,600 § 5,000 x 
Onerating Expenses: 
Salaries & Wages 71,000 67,000 67,000 63,000 
Supplies & Utilities 16,000 14,000 12,000 10,000 
Maintenance & Repairs 17,000 16,000 15,000 12,000 
General Expense 2,300 2,000 2,000 1,600 
Insc., Taxes & ‘Rent 60,000 60,000 60,000 60,000 * 
Depreciation 15,000 15,000 15,000 13,000 
General & Admin. Expense 15,000 14,000 14,900 14,000 
Totals $196,300 $188,000 $185,000 $173,600 
Per Ton Handling __ $ 93 $1.10 $1.32 $1.65 


It will be noted handling costs will increase from 93¢ per ton on an annual 
movement of 210,000 tons to $1.65 on a movement of 105,000 tons. 


*= Due to a 10 year lease arrangement it would not be possible to drastically 
reduce rent to coincide with shrinking tonnage movement, 


x= The decrease in net profit, $10,000 to $5,000 (210,000 tons - 105,000 tons) 
is based on maintaining the same rate of profit per ton, in this case 4.76¢. 
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APPENDIX ~ PART D 


DOCK | " 


Forecast of Handling Costs Predicated on Annual Movements of 80,000 tons Down 
to 40,000 tons 


Estimated Annual Tonnage 


80,000 60,000 40,000 
Net Profit $ 6,000 $4,500 $ 3,000 
Operating Expenses: 
Salaries ¢: Wages : 21,000 21,000 17,000 
Supplies & Utilities 8,000 7,000 6,000 
Maintenance & Repairs 5,400 4,900 4,400 
General Expense 300 300 300 
Inso., Taxes & Rent 1,400 1,400 1,400 
Depreciation 3,400 2,900 2,400 
General ¢ Administrative Expense 2.900 2.900 2.900 
Total $42,400 $40,400 $34,400 
Per Ton Handling $ 53 $ .67 $ .86 
DOCK "Cc" 


Forecast of Handling Costs Predicated on Annual Movements of 60,000 tons Down 
. . to 20,000 tons 
ap eS SS ss ests Ss shi st sees tees assesses) 


Estimated Annual Tonnage 


60,000 40,000 20,000 
Net Profit $6,000 $ 4,000 $ 2,000 
Operating Expenses? 
Moving and weighing $ 2,850 $ 1,900 $ 950 
Coal Analysis 200 150 100 
Insurance 225 150 15 
Taxes 480 480 480 
Handling * 29,750 24,000 17,000 
Totals $33,505 $26,680 $18, 605 
Per Ton Handling $ 56 $ .67 3 293 


*~= Includes: Dock Wages and Salaries 
Proportion of applicable Dock Of.ice Salaries 
haintenance and repairs of Loader Equipment 
Depreciation 
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THE SECRETARY: I would like to ask if 


Mr. Joseph Wright will make a statement on behalf 


of the Weaver Coal Company Limited. 


SUBMISSIONS ON BEHALF OF THE 


WEAVER COAL COMPANY LIMITED 


APPEARANCES : 


Mr. Joseph Wright. 


==-EXHIBIT 12 


MR. WRIGHT: Mr. Commissioner, I am here 
Solely to answer any questions I am capable of 
answering that you may wish to put before us. I 
haven't got a brief. 

MR. GUNN: You are representing the 
Weaver Coal Company Limited, are you, Mr. Wright? 

MR. WRIGHT: That is true. 

MR. GUNN: What is the nature of your 


business, 
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please? 

MR. WRIGHT; Handling, Selling of wholesale 
industrial coal in the Province of Ontario. 

MR. GUNN: Are you a member of the Canadian 
Commercial Coal Operators? Association? 

MR, WRIGHT: Yes, 

MR. GUNN: What is your name again? 

MR. WRIGHT; Joe Wright, 

MR. GUNN: Of the Weaver Cosi Company? 

MR. WRIGHT; Yes. 

MR. GUNN: Mr. Wright, does your company 


sell Canadian coal? 

MR, WRIGHT: We do. 
MR. GUNN: And Canadian coal from where? 
MR, WRIGHT: From the Maritimes Provinces, 


and also Western Canada coal. 


MR. GUNN: And the producers in Western 
Canada are whom? 
MR, WRIGHT: Practically all the producers 
of western coal in Canada, 
MR. GUNN:, I mean Eastern Canada, 
MR. WRIGHT; The Dominion Coal Company Limited, 
MR, GUNN: Any other companies down there in 


independant pits? 
MR. WRIGHT; No, not in Ontario. 


MR. GUNN: Where would your docking facilities 


be located? 
MR. WRIGHT: Toronto, Hamilton and Thorold. 


MR. GUNN: Of the Eastern Canadian coal how 
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much do you bring into your docking facilities? 

MR. WRIGHT: I prefer not to answer that. 

I prefer to drop you a letter, a confidential letter. 
I can say this, that we did bring in three Cargegw 
to each of our docks ° . in 1958 for test purposes 
to see how the coal would act in 1959. 

MR. GUNN: And how did it act? 

MR, WRIGHT: Well, unfortunately the type of 
equipment in this territory, the majority of the 
equipment, the burning equipment, is not suitable 
for that type of coal as to size, fusion, etc, 

MR. GUNN: Do you anticipate then, that the 
sale of coal from Eastern Canada be continued? 

MR. WRIGHT; No, I wouldn't say that. 

MR, GUNN: What do you think would be 
necessary for the increased sale of Eastern coal? 

I don't mean by suhventions only. 

MR. WRIGHT: I would say the preparation of 
the coal. The coal that came into our markets was 
almost one and a quarter slag. That was for 
pulverizing units and some chain breakers and 
Spreader stokers, and we ran quite a few tests on that 
type of equipment, that is the chain breaker and 
Spreader stoker, 

MR. GUNN: Have you taken the matter up with 
the Dominion Coal Company Limited? 

MR, WRIGHT: Yes. 

MR. GUNN: And have you received any asstrance 


from them that they would try to carry out your 
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Begndticae? 

MR, WRIGRT; They are Looking into that matter 
to see what can be dons, But I believe most of 
that sizing of coal is used im the Province of Quebec 
and I doubt if it could, in the quantities required, 
come into this market. 

MR. GUNN: How about the Western coal? 

MR. WRIGHT: The Western coals are handled 
exclusively in the Western part of Canada, and some 
move in @ smail quantity by rail into the Northern 
Ontario, We have sales offices throughout Western 
Canada. 

MR. GUNN: I think that is all I have to ask, 
Mr, Commissioner, 

THE CHAIRMAN: For how long have you been 
bringing coal from Nova Scotia to Lake Ontario or 
Lake Erie or Lake Huron? 

MR, WRIGHT: The first coal we brought in, to 
my knowledge, or the company’s knowledge, was around 
1938 or 1939, 

THE CHAIRMAN ; And from that time to the 
present time have you been importing it? 

MR. WRIGHT: No, we haven't been able to until 
Just oe 

THE CHAIRMAN: You mean in 1958? 

MR. WRIGHT: Yes, 

THE CHAIRMAN: Between 1937 and 1958 would 
you bring any in? 


MR, WRIGHT: I would say just prior to the war 
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around 1940, I think, was the last coal we brought 
into our docks, 

THE CHAIRMAN: And up to, say, 1940, were you 
bringing it in in quantity? 

MR, WRIGHT: We had one account Which used 
a considerable tonnage, 

THE CHAIRMAN: From 1940 to 1958 you brought 
none in. 

MR. WRIGHT: That is right. 

THE CHAIRMAN: In 1958 you brought a test 
cargo. 

MR, WRIGHT: Three test cargoes, 

THE CHAIRMAN: Were they in large quantity? 

MR. WRIGHT: I would say they would be about 
2500 tons a carlbad, 

THE CHAIRMAN: And that was for testing for 
what purpose? 

MR. WRIGHT: For industrial consumption, 

THE CHAIRMAN: For steam ? is 

MR. WRIGHT: Yea, 

THE CHAIRMAN: Not metallurgical purposes? 

MR. WRIGHT: No, 

THE CHAIRMAN; When did you make the test? 

MR. WRIGHT: Mid-winter of 1958 and 1959. As 

| & matter of fact, we are still running tests, 

| THE CHAIRMAN: You haven't brought any in since 

then?” 


MR, WRIGHT: Yes, we have brought in considerable, 
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but for Dominion Coal, for their own accounts, We 
have started them on our docks. 

THE CHAIRMAN: They will dispose of it themselves, 

MR, WRIGHT: Yes, 

THE CHAIRMAN: But for your own purposes 
you really haven't renewed importation since 1940, 

MR. WRIGHT: We have sold some direct cargoes; 
that is not to our own storage docks, 

THE CHAIRMAN: I wasn't aware that any 
substantial Shipments were.made to Ontario points 
from the east. Does it show in the Dominion | 
statistics? 

MR. WRIGHT: It should, sir. 

) THE CHAIRMAN: Well, your objection is to 
the sizing of it? 

MR. WRIGHT: That is true, and the analytical 
properties of it. If it has low fusion, high sulphur, 
it does have an effect on certain types of equipment. 

THE CHAIRMAN: Which is more important? 

- the fusion level? 

MR, WRIGHT: The fusion level. 

THE CHAIRMAN: And that applied to all 
furnaces? 

MR. WRIGHT: Practically. 

MR. CHAIRMAN; Prior to 1958 what coal 
Supplied those furnaces? 

MR, WRIGHT: United States bituminous coal. 

THE CHAIRMAN; Was there any particular 


purpose in making a test of Canadian coal? 
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MR. WRIGHT; No, just trying to introduce 
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_ the coal into this market, 


THE CHAIRMAN: Has your market expanded 


over the Niagara Peninsula? 
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MR, WRIGHT: Yes, 


THE CHAIRMAN: To Western Ontario? 


MR. WRIGHT: Yes, 


THE CHAIRMAN: In any substantial quantities? 


Se ee 


MR. WRIGHT: Not of Nova Scotia coal, no, 
sir, 

THE CHAIRMAN: That is what I mean, 

MR, WRIGHT: Yes. 

THE CHAIRMAN : It is minor in quantity. 


MR, WRIGHT: That is true, 


| THE CHAIRMAN: Of course that coal would come 
el undeysubvention in 1958, and if it had been suitable 
DP gantae sizing would it have led to any further 
us purchases? | 
MR. WRIGHT: I believe it would, yes. 
THE CHAIRMAN; In quantity? 
MR, WRIGHT; Fair quantity, yes. 
THE CHAIRMAN: Where do you import from in the 
United States, then? 

MR. WRIGHT: From Pennsylvania, West Virginia, 
Kentucky. | 

THE CHAIRMAN; Those three areas: Pennsylvania, 
West Virginia, Kentucky? 


MR, WRIGHT: And Virginia. 


THE CHAIRMAN: And Virginia ag well, You bring 
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a a great deal of coal in? 
2| MR. WRIGHT: Yes, 

THE CHAIRMAN : How long have you been in 
business? 

MR. WRIGHT: our company? 

THE CHAIRMAN; Yes, 

MR. WRIGHT: I believe since 1907. 

THE CHAIRMAN: Was that a subsidiary company? 

MR. WRIGHT: Weaver Coal Company. 

THE CHAIRMAN: A Canadian incorporation? 

MR. WRIGHT: That is correct, 

THE CHAIRMAN: Was it organized by the 
Canadian interest or American interest? 

MR. WRIGHT: No, it was first organized 
by the American interests. 

THE CHAIRMAN: I suppose that interest has 
remained? 

MR. WRIGHT: No sir. 

THE CHAIRMAN: Converted into a Canadian 
company? 

MR. WRIGHT: Entirely Canadian, 

THE CHAIRMAN: Then you are concerned solely 
with your own importation and then your own docks? 

MR. WRIGHT:  Thatis true. 

THE CHAIRMAN: Have you offices in Montreal? 


MR. WRIGHT: Yes, we have. It is our head 


office in Montreal. 
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MR. WRIGHT; Yes sir, 

THE CHAIRMAN: You have facilities there 
to store? 

MR. WRIGHT: Yes, 

THE CHAIRMAN: Are they near the Dominion 
Coal Company dock? 

MR, WRIGHT: Yes, they are, sir. 

THE CHAIRMAN: How do you bring your coal from 
Montreal? By rail or water? 

MR, WRIGHT: The United States coal? 

THE CHAIRMAN: From the United States? 

MR, WRIGHT: Yes, by rail and water, Rail up 
to Lake. Ontario ports and then by water, | 

THE CHAIRMAN: Is there any by all rail? 

MR. WRIGHT: There is some. Very little 
though, 

THE CHAIRMAN: Very small quantity? 

MR, WRIGHT: Very small. 

THE CHAIRMAN: Then you bring it all up before 
the close of navigation? 

MR. WRIGHT; We endeavour to, yes. 

THE CHAIRMAN: You have fairly good stocks 
for the winter, 

MR, WRIGHT: That is true. 

THE CHAIRMAN: Do you distribute ail along 
7 the St. Lawrence or is that done by local Montreal 
‘f distributors? 
| MR. WRIGHT: That is all out of my jurisdiction 
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THE CHAIRMAN: I am just Speaking generally. 

MR. WRIGHT; Yes, they do. 

THE CHAIRMAN: That is, you send it to other 
points say on the St. Lawrence? 

MR. WRIGHT: A railroad car or truck, yes. 

THE CHAIRMAN: To points further east of 
Montreal on the north shore? 

MR, WRIGHT: Yes, 

THE CHAIRMAN: So you bring substantial 
quantities to Montreal? 


MR, WRIGHT: Yes; we do. 


N: Have you brought any danadian 
coal to Montreal? 

MR, WRIGHT: Nova Scotia coal? 

THE CHAIRMAN: Yes, 

MR. WRIGHT: Yes sir. 

THE CHA IRMAN : In quantity? 

MR. WRIGHT: Yes, 

THE CHAIRMAN: How long have you been doing 
that? 

MR. WRIGHT: That I couldn't answer, 

THE CHAIRMAN: I mean you were familiar with 
the Canadian coal ? 

MR, WRIGHT: We have been familiar with 
Canadian coals for years, yes sir. 

THE CHAIRMAN: I suppose you knew the sizing 
which was generally given by the Dominion Company? 

MR, WRIGHT: Yes. 


THE CHAIRMAN: Then why did you have to have 
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the particular experiment or test in Niagara Peninsula? 
MR, WRIGHT: The Sizing of these coals that 

we bring in from the United States are roughly inch 

and a quarter crushed mine run and when you put those 
over screens and Screening you get perhaps inch and 

&a quarter on zero coal will go through a quarter 

inch screen and come out about 25% waste. Nova 

Scotia coal, inch and a quarter on zero you will get 
65% through a quarter inch screen, 

THE CHAIRMAN: You have that same experience 
in Montreal haven't you? 

MR. WRIGHT: In Montreal they have built up 
a market, I believe that is where the sized coal 
is sold, 

THE CHAIRMAN: ‘They have developed a market 
for that? 

MR, WRIGHT: Yes, and that is where I think 
practically their total tonnage practically goes. 

THE CHAIRMAN: Why haven't you developed that 
west of - what is it you mentioned - Thorold? 

MR, WRIGHT: Yes. 

THE CHAIRMAN: Why hasn't that market been 
developed in that neighbourhood or in Ontario? 

MR, WRIGHT: Mainly I would say because you 
have not been able to purchase any of their size of 
coal, 

THE CHAIRMAN: You think such a market could be 
worked up? 


MR, WRIGHT; I think it could. Dominion are 
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selling coal, as you know, to Federal Government 


people throughout Ontario, and this Size coal is 


going in there. 


THE CHAIRMAN: Do you think you could develop 
a market around Niagara Peninsula with that amount 
of fines which they have been able to dispose of in 
the Montreal district? 

| MR, WRIGHT: Conceivably you could, yes. 

THE CHAIRMAN: What would be necessary to do 

that? 
| MR, WRIGHT: You would have to have practically 


a double Screened coal or coal that has a modification 


of probably only 15% quarter inch on zero. 


THE CHAIRMAN; How are you able to sell it 
in Montreal and not in the Western or the lower part 
of Lake Ontario? 

MR, WRIGHT: Well I would say mainly om account 
of the sizing of the coal. 

THE CHAIRMAN: Exactly. What do they do in 
Montreal? 

MR. WRIGHT: They have a screening plant there 
and can screen out these different sizes. 

THE CHAIRMAN: You haven't that? 

MR. WRIGHT: No. 

TRE CHAIRMAN: That is the answer I wanted. 

MR, WRIGHT: There is, Dominion Coal Company 
have their screening plant in Montreal. 

THE CHAIRMAN : You don't buy it from the 


Dominion Coal Company in Montreal, do you? 
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MR. WRIGHT: We buy it from Dominion Coal 
Company. Where they ship that coal from - whether it 
is direct from Sydney or ship it to Montreal and 
trans-ship 4t in Montreal, I wouldn't know, 

THE CHAIRMAN: If they shipped it from Sydney 
to Montreal to you is it properly screened? 

MR. WRIGHT: Yes, because it will go through 
their plant in Montreal, 

THE CHAIRMAN; No, but take a shipment direct 
to you from Sydney ~- do you bring coal in that way? 
MR. WRIGHT: fa to our own docks, no. 

THE CHAIRMAN: That is what I am asking you. 

MR. WRIGHT: On a direct cargo account it 
would go direct. 

THE CHAIRMAN: Then you do brangodirect 
Shipments from Sydney? 

MR. WRIGHT: Yes, 

THE CHAIRMAN: Are those Shipments properly 
screened? _ 

MR, WRIGHT; No, they are going in the 
‘pulverizers, in the pulverizing units, 

THE CHAIRMAN: Then you will pulverize it? 

MR. WRIGHT: Yes. 

THE CHAIRMAN: You have no market for that 
sale around Thorold? 

MR. WRIGHT: Very little. 

THE CHAIRMAN: I just wanted to see the 


difference between the Montreal market and your Thorold 
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| market and if it is that there is no demand for the 
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pulverized in Thoroid? 

MR, WRIGHT; Very little. 

THE CHAIRMAN: As there is in Montreal? 

MR, WRIGHT: Or in the Province of Quebec, 

THE CHAIRMAN: What do you think generally of 
the possibility of increasing the sale of Nova Scotia 
coal to Montreal or - in Ontario? You have been in 
the coal business for wany years? 

MR, WRIGHT: In Ontario, yes, but not in 
Montreal, 

THE CHAIRMAN: Well you are familiar with 
the requirements of the market and the competition 
that it must face, Would you care re express an 
opinion about it? 

MR. WRIGHT; Again I would aay on certain 
types of equipment the coal coulda be used if it was 
properly sized, 

THE CHAIRMAN: What do you. mean by certain type 
of equipment? 

MR, WRIGHT: Certain types of burning equipment; 
Plants that do not require a high fusion coal. 

This is low fusion coal, as you know. Plants that do 
not have a sulphur requirement in their coal do 
want low sulphur. 

THE CHAIRMAN: It must meet the § price of 
American coal? 

MR. WRIGHT; And it must meet the price of 


Amertvan coal, that is true. 
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THE CHAIRMAN: I suppose that is basic? 
MR, WRIGHT: That is absolutely, A plant 
that works on @ cost per thousand pound of steam 
is what they are interested in, 

THE CHAIRMAN: I don't understand that 
sentiment has much place in the balance sheet of 
economics. 

MR, WRIGHT: I don't believe it has. 

MR, CLARKSON: I wonder, before we adjourn, 
if I might take leave to make a very brief addition 
to our statement this morning. It is to the effect 
that if in the opinion of the Commission any useful 
results could be obtained, the Province of Ontario 
is prepared to join with the coal producing Provinces 
of Canada in a committee to explore the possibility 
of increasing the market for Canadian coal in 
Ontario. 

THE CHAIRMAN: That is what we are trying to 
find out now. If you have any further suggestions 
we would be very happy to receive them. 

MR, CLARKSON: We were a little dubious about 
making the suggestion in view of the Commiasion's 
work, but as i say if in addition to the Commission's 
work you feel any useful purpose can be obtained, 
the Province is prepared to do that. 

THE CHAIRMAN; Primarily we are looking for 
ideas. Now we welcome those from any quarter because 


there seems to be rather a dearthéf ideas that will 
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enable us to emerge from this unfortunate position. 
You haven't any to suggest to-day? 

MR. CLARKSON: Not to-day, sir, no, 

THE CHAIRMAN: Then we will adjourn until 


two-thirty this afternoon. 


---The hearing adjourned until 2:30. 
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---On resuming. 
THE SECRETARY: Mr. Commissioner, Exhibit 
.~ number 12 will be submitted by Mr. A.J.Smith on behalf 


of Canadian Coal Importers and Distributors, 


~--EXHIBIT No. 12: Brief of Canadian Coal 
Importers and Distributors. 


SUBMISSION OF CANADIAN COAL IMPORTERS 


AND DISTRIBUTORS 


APPEARANCES: 


Mr. A.J.Smith, President. 


THE CHAIRMAN: Mr. Smith? 

MR. SMITH: Mr. Commissioner and Gentlemen, 
as president of the Canadian Importers and Distributors 
for whom I have been requested to present this brief 


for your consideration, I wish to submit the following: 


Tne Canadian coal dock operators, importers and 
distributors of bituminous coal, whose names are listed 
below, are alarmed at the substantially increased 
level of subsidies on Nova Scotia coal, introduced 
by Order in Council PC 1958-520, effective for the fisca 
year commencing April 1, 1958. 

In essence the new Order in Council increases 
the maximum subsidy available on direct rail shipments 


from Nova Scotia mines into the Province of Quebec 
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and Ontario by 80%, to a maximum of $4.50 per ton. 

As was undoubtedly intended, this cannot help but 
result in a substantial increase in the volume of 

such direct rail shipments. This will, of course, 
work to the immediate detriment of the dock operators 
and importers who have traditionally supplied the 
consumers that are now to be taken over ona direct 
rail basis by the Nova Scotia mines. 

In addition to this, the subsidy on waterborne 
coal to Montreal for transshipment to points in the 
Province of Ontario this year will amount to a full 
$3.00 per ton (PC Order 1958-520, dated April 9,1958) 
This compares with an average figure paid in the 
1956-57 period of $2.19 to St. Lawrence River ports 
and approximately $2.35 in the 1957-58 period. These 
comparisons refer to the movement up to the port 
of Montreal for transshipment of coal to the Province 
of Ontario. When the increase in rail subventions 
from Montreal to Ontario points is added of 50¢ 
per ton (averaging $1.75 to $2.25), the total impact 
is very important and the rail freight reductions 
to various points in Ontario from Montreal bring the 
cost of movement ‘to a very substantial figure indeed. 

This special assistance given, to the 
movement of Nova Scotia coal into the Province of 
Ontario will create substantial hardship to many coal 
dock operators and importers of bituminous coal in the 
Province of ontarto to whom no such assistance is 


being extended by your Government. 
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Surely inadequate recognition has been given 
to the importance of the eighty-five commercial coal 
dock facilities located along the St. Lawrence River 
and the Canadian shores of the Great Lakes, which, over 
the past forty years, have played such a vital role in 
the industrial development of central Canada and which, 
during the last war for example, successfully handled 
the fuel supply problems brought about by the diversion 
of oil and gas to special purpose uses by government 
order, at a time when very little Nova Scotia coal was 
even available for industry in the Province of 
Ontario. Already this vital network of Canadian 
coal docks has been threatened by the proposed 
temporary conversion of industrial plants to gas, 
during the period while the distributors for Trans- 
Canada Gas Pipeline Company are endeavouring to build 
up an adequate domestic and special purpose load. 

“the increased subsidy now instituted on Nova Scotia 
coal appears to be a further and perhaps final blow 
which may eliminate many of the Canadian coal docks 
remaining throughout Ontario. 

These commercial docks are necessary to the 
Canadian economy. It is not generally realized, even 
by substantial coal consumers, how precarious is the 
continued operation of these coal distribution points. 
It will not be until the docks are finally forced out 
of business that the full import of present 
governmental actions will be recognized. At that time 


local industries will be left without convenient 
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dock storage on which they may rely for storage 

of their coal and security of supply when direct 

rail shipments from the mines are delayed. Industries 
now relying on truck delivery will be forced to secure 
rail facilities (which, in certain instances, will 
even involve plant relocation). Unless all coal 
movements (both U.S. and Canadian) are then substantiall 
subsidized, fuel costs to industry in Ontario will 

be drastically increased through the elimination 

of low cost lake movement. of U.S. bituminous coal and 
our national competitive position in world markets 
will thus be impaired. 

These things can and will happen if a proper 
long-term policy is not pursued. Canadian coal 
docks are dependent upon the maintenance of an 
adequate volume to permit the handling of coal 
over the docks at minimum unit costs and the limited 
Canadian consumption is, at the present time, barely 
sufficient to justify maintenance of existing dock 
facilities. This is aptly illustrated by the closing 
of the docks at Depot Harbour and Britt over the 
past few years. Any further loss of volume will 
inevitably and quickly result in the closing of more 
Canadian coal docks. 

The Canadian dock operators, Canadian importers 
and distributors listed below ask no favours but are 
prepared to stand on their record of long service to 
industry and to the community and to compete, on an 


equal basis, for their share of the Canadian energy 
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market. Conversely, we must strongly protest the 
subsidization by government of one section of 
Canadian private enterprise to the direct detriment 
of another section of Canadian private enterprise. 

It is recognized that the coal mining industry 
in the Canadian Maritime Provinces has been handicapped, 
to some btbeuks 052 through its history by the lack of 
local industrial markets for its product. For this 
reason, it is perhaps not indefensible that, 
pending a more permanent and realistic solution, 
government subsidy should be made available to 
permit the continued operation of an industry on 
which many of our fellow citizens are dependent for 
their livelihood. This was particularly true when, 
as was originally the case, these subsidies were 
established on the basis necessary to permit the 
achievement of the same relative level of operation 
at these mines as was being attained by the rest 
of the Canadian economy. 

It is respectfully suggested, however, that 
there may be some reasonable doubt of the propriety of 
the substantial increase now effected in the level 
of subsidy. This subsidy is provided by the 
Canadian taxpayers almost entirely for the benefit of 
a single company. This company, throughout the 
past winter, has operated at a higher level of 
production than the rest of the Canadian economy. In 
addition, according to the annual report recently 


released by its parent company, the latter achieved 
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a “record profit” of $7,112,996 from its operations 
over the latest fiscal year. As you can appreciate, 
our companies as industrial taxpayers who are 
actually contributing to this subsidy, cannot help 
but fescl a strong resentment. We see a further 
addition being made to government expenditures, for 
the ultimate benefit of a company that is already 
achieving record_profits, at a time when our 
individual members are finding their own profits 
steadily and substantially reduced - at the probable 
ultimate cost of the complete destruction of a 
major portion of our Canadian coal dock and ceal 
importing industry. 

All this is in addition to the preference which 
has already been shown om government purchases 
where Canadian coal is purchased as long as its 
cost is not more than 20% greater than the cost of 
U.S. coal. 

To illustrate the impact of these increased 
subventions and price allowances, on one government 
installation in Ontario, using 13,000 tons of coal, 
where United States coal is available at $10.30 per 
ton, the 20% preference permitted for Nova Scotia 
coal amounts to $26,000.00. Loss of duty revenue 
on the U.S. coal at 50¢ per ton represents a 
further $6,500..00. If the full. subsidy of $5.25 
per ton available is used, the further government 
expenditure would be $68,250.00 for a grand total of 


$100,750.00 extra cost to the taxpayer to provide 
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a market for 13,000 tons of Nova Scotia coal, Where 
freight rate reductions are used the ultimate effect 
on the taxpayer is the same, 

It would appear that Order in Council 
PC 1958-749 "Nova Scotia-Ontario Special Coal 
Assistance Order, dated May 29, 1958", was issued 
for the specific canteie of providing @ market for a 
maximum of 100,000 tons of Nova Scotia coal in 
an area previously served from U.S.mines. If this 
objective if achieved at the maximum level of 
assistance authorized, the resulting cost to the 
taxpayer is as follows: 


Financial Assistance Available 


$5.80 per ton $580,000.00 

Loss of Import Duty on U.S. coal 
-50 per ton 50,000.00 
Total $630,000.00 


We would appreciate having an opportunity 
to discuss this situation further with you at your 
earliest convenience. The problem is critical and 
we trust that you will recognize the importance of 
an early and equitable solution. 

Signed on behalf of Canadian coal 
importers and distributors: 
C.L.Amos Coal Co,(Canada) Limited, 
809 Sun Life Building, 
Montreal, Canada. 
Canada Coal Company Limited, 


Sterling Tower, 
Toronto, Ontario. 
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Century Coal Company Limited, 
Foot of Yonge Street, 
Toronto, Ontario. 


W.H.Cox Company Limited, 
Canadian Pacific Building, 
Toronto, Ontario. 


Delton Fuels Limited, 
19 York Street, 
London, Ontario, 


The Elias Rogers Company, Limited, 
2221 Yonge Street, 
Toronto 7, Ontario. 


Empire-Hanna Division, 

The M.A.Hanna Company, 
Canadian Pacific Building, 
Toronto, Ontario. 


Herbert Fuels Limited, 
Cobalt, Ontario, 


The Lake Erie Coal Company Limited, 
Walkerville, Ontario. 


Lander Coal Company Limited, 
Oshawa, Ontario, 


Lyons, Fuel, Hardware & Supplies Limited, 
494 Dundas Street, 
Sault Ste. Marie, Ontario, 


A.T.Massey Coal Company, Limited, 
696 Yonge Street, 
Toronto, Ontario. 


McLaughlin Coal and Supplies Limited, 
110 King Street, 
Oshawa, Ontario. 


The Milnes Coal Company’ Limited, 
4815 Yonge Street, 
Toronto, Ontario. 


James Murphy Coal Company, 
ll2 Simpson Street, 
Fort William, Ontario. 


Myers Coal Company Limited, 
70 Brant Street, ~ 
Hamilton, Ontario. 
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Napanee Fuel & Supply Company, 
Napanee, Ontario, 


_W.B.Reynolds Coal Company Limited, 


Brockville, Ontario. 


Rochester & Pittsburgh Coal Co. (Canada ) Ltd., 
55 York Street, 
Toronto, Ontario. 


The Valley Camp Coal Co. of Canada Limited, 
220 Bay Street, 
Toronto, Ontario. 


* 


Mr, Chairmin, since this brief was originally 
drawn up in 1958, there have been some further 
developments, and I would ask your permission 
at this time if I could make some additional comments. 


THE CHAIRMAN: Yes. 


MR, SMITH: Throughout our Brief we have 
pointed out what we feel are the unfair aspects of the 
situation. Basically, we feel the Maritime coal 
industry has no quarrel with companies representing 
American coal. 

Instead, as outlined in the 1959 Financial 
Report of Dominion Steel and Coal Corporation, their 
problems can be mainly attributed to the substantial 
increase in the import of low priced foreign oil, 
and to some extent natural gas. Here is a portion of 
the 1959 Dosco Report to shareholders. 

"The market for coal has steadily deteriorated 


during the past two years, largely due to the 
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competition from natural gas, fuel oil and hydro 
power. In the early stages, your Directors felt that 
the situation might be of a temporary nature and that 
with suitable government assistance, sales might be 
maintained at past levels and, consequently, the 
mines continued to operate at normal production, thus 
providing continuing employment to the miners, However, 
the sales situation did not improve and very large 
stockpiles of coal were built up, aggregating over 
1,200,000 tons by the spring of 1958. It, therefore, 
became necessary to place the mines on short time 

in June, 1958, and this continued throughout the 

year ending July 31, 1959. By restricting production 
in this manner, it has been possible to reduce 

coal stockpiles gradually so that at July 31, 1959, 
stockpiles had been reduced to 760,000 net tons, a 
reduction of approximately 550,000 net tons from 

the same date in the preceding year. 

The prospect of future improvement in sales 
is doubtful, particularly in view of the efforts 
being made to expand the utilization of natural gas 
in Ontario and Quebec." 

A few years ago, about 12 large industrial 
plants in the Province of Quebec consumed well over 
one million tons of Nova Scotia coal. There were, 
of course, many smaller industries using Maritime 
coal, but let us follow the history of these major 


industries, Several years ago, United States coal 
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was supplied, but subsidies on Maritime coal were 
increased, and we were forced out of the picture, 
Nova Scotia coal held the market for a few short 
years, then foreign oil took over, and today all of 
theses industries are burning o11. 

It was just sniprotttted in the February 13th issue 
of the Financial Post that the second largest coal 
consumer in the Province of New Brunswick, Bathurst 
Power and Paper Company, has indicated they will 
switch to oil this year. Then, a few months Ago, 
it was reported inthe Financial Post that a 
proposed Thermal Electric plant near Saint John will 
use foreign o11, and not Maritime coal. This is hard 
for us to understand, since Dominion Coal Company 
have indicated they are willing and able to supply 
large quantities of Nova Scotia coal to Ontario 
Hydro at the TorontoThermal Electric Plant, and 
where, to compete with American coal], they will require 
Substantial subsidy. It would seem logical to 
us that a much smaller subsidy would be required 
in order to make Maritime coal competitive within 
the Maritime Provinces. 

Our industry indeed realizes many of the 
problems which must be faced in order to work out a 
solution to the Maritime coal situation. However, 
why is the subsidy directed only against American 
coal? Why not also make the subsidy available where 
and when Nova Scotia coal is competing with foreign 


011? What is so special about foreign oil that it 
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should be free of competition with subsidized Canadian 


eoal? Both foreign oil and American coal are 

imported by Canadian companies which give employment 
to thousands of Canadian citizens. If it is found 
advisable to subsidize a Canadian fuel to compete with 
foreign fuels, why should not this subsidy apply 
equally to all? , 

May we respectfully suggest that if 
legislation is passed providing wavatat as which will 
allow Dominion Coal Company to compete with foreign 
oil or natural gas in the area east of Montreal, 
that the precarious market conditions which are 
prevalent now, will soon improve substantially 
and we believe satisfactorilywith much lower cost 
to the Canadian taxpayer. 

THE SECRETARY: Mr. Commissioner, I would like 
to put on record that Mr. Smith's additional 


information will be recorded as Exhibit number 13. 


---EXHIBIT No. 13: Additional Brief on behalf 
of Canadian Importers and 
Distributors. 


THE CHAIRMAN: Mr, Gunn? 

MR, GUNN: Me, Smith, dealing with Exhibit 
12, the original brief that you read, on page 4 
it shows the names of the Canadian Coal Importers 
and Distributors who signed on behalf of Exhibit 


12. The names that are listed there, do they sell 
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Canadian coal? 

MR, SMITH: It is quite possible some of 
them do, sir. I am not familiar with the 
distributors, you will appreciate, of all the 
members. They come from one end of Ontario to 
the other. But I mene think it is quite possible 
that they have handled some Nova Scotia coal. The 
way it may be handled and the way it is involved 
is that it is possible they may have been asked 
to deliver to a Government installation. I don't 
think they are buying it because the Dominion Coal 
Company have been selling their own coal in the 
Province of Ontario. 

MR, GUNN: ' Could you find out for us what 
ones who have signed on page 4 do sell Canadian coal 
and, if so, how much? Could you do that, please? 

MR, SMITH: Yes, sir. Would it be all 
right if I ahtwged:that a little bit to say sell 
or handle? 

MR, GUNN: Sell or handle, yes. 

MR. SMITH: Yes, sir. 

MR, GUNN: And the amounts, please. 

MR, SMITH: Yes. 

MR. GUNN : I suppose your personal 
knowledge is to the effect that the bulk of them 
more or less concentrate on the handling and 
distribution of American coal. 


MR, SMITH: Yes; it has. The Dominion 
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Coal Company sell their own coal in the Province 
| of Ontario, and they may be asked to deliver to a 
Government installation or something like that. 
MR. GUNN: On page 1 of Exhibit 12 I quote; 
"This special assistance " -- that is dealing 
with subventions - 
"_given to the thovement of Nova Scotia coal 
into the Province of Ontario will create 
substantial hardships to many coal dock 
operators and importers of bituminous coal 
in the Province of Ontario to whom no such 
assistance is being extended by your 
government.” 
Would you enlarge on that, please, Mr. Smith? 
MR, SMITH: Yes, Ican. I believe the best 
examples would be the Department of Defence 
installations; say, for example, Camp Borden, 
Centralia, various army units in London, where 
formerly that coal was placed over a dock under the 
subventions that were set up which was in the position 
to take it from Sydney and deliver it to the station 
which, consequently, increased the tonnage, otherwise 
it would go by one of the neighbouring docks. 
MR. GUNN: Then on page two you mention, about 
the middle of the page: 
| "Mese things can and will happen if a 
proper long-term policy is not pursued.” 
This is dealing with concerns going out of 


business, Would you mind elaborating on what you mean 
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by "a proper long-term.policy"? 

MR, SMITH: Well, we mean by that - we have 
no idea at the moment how long subventions are going 
to be continued on Nova Scotia coal. Perhaps ae 
will be forever, If the policy is extended to 
such an extent that Nova Scotia coal will become 
competitive with American coal bf the same quality, 
fusion temperature, ash and sulphur, and so forth, 
it will be very easy to contemplate a major coal 
company coming in and operating a coal dock in Toronto. 
If they did that it would be very easy for them to 
take over and it wouldn't be too long before they 
would have the major portion of the business in 
Toronto, or any othe? city, and other operators 
would be forced out of business earere very long. 

MR. GUNN: Do you think that if the Dominion 
Coal Company operated a dock in the Toronto area 
it would put the others out of business? 

MR, SMITH: I think with the government behind 
them that would be so. 

MR. GUNN: How many are in the Toronto area, 
docks? 

MR. SMITH; I think there may be eight in total. 
I am not exactly sure of that. Some of them are 
fairly small, others are fairly large. 

MR. GUNN: ‘Then. on page 3, that is of 
Exhibit 12, you say: “It:is respectfully suggested, 

however, that there may be some reasonable 


doubt of the propriety of the substantial 
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increase now effected in the level of subsidy. 

This subsidy is provided by the Canadian 

taxpayer almost entirely for the benefit 

of a single company. This company, through- 

out the past winter, has operated at a higher 

level of production than the rest of the 

Canadian economy. Im addition, according to 

the Annual report recently released by its 

parent company, the latter achieved a 

‘record profit' of $7,112,996 from its 

operations over the latest fiscal year,” 

Do you say that applies to the coal company? 

MR, SMITH: No, that is the Dominion Steel 
and Coal, the entire corporation. 

MR. GUNN: What about the eoal company itself? 

MR. SMITH: The coal company shows a loss. 

MR. GUNN: Of how much? 

MR, SMITH: According to this year's financial 
report - I think it includes about a million dollars 
from last year, and there is another million dollar 
loss this year, I think there is something in the 
neighbourhood of two million dollars on coal. 

MR, GUNN: Are you in a position to give 
us the information to-day as to what percentage of 
your members' coal business is destined to small 
communities or not? 

MR. SMITH: No, it would be rather difficult 
to say. You can tell from the companies, the towns 


— 


in which they are located, that it does cover 4 
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pretty large cross-section of all towns, say, located 
within forty miles of the Great Lakes System, bearing 
in mind, for example, some of these companies have 
many docks. I would say that every community within 
sixty miles of the Great Lakes system is covered from 
those docks, 

MR. GUNN: Would you know what percentage 
that coal forms of the total business of your 
member companies? Could you answer that? 

MR, SMITH: How much tonnage these people 
would sell? 

MR. GUNN: Yes. 

MR, SMITH: No, sir. -I, of course, don't have 
access to the tonnages sold by many of those companies. 
Most of them are competing companies, and, I would 
say, it would be very difficult to get that information 
unless you requested it singly from each company. 

MR. GUNN: That is all for the moment, Mr. 
Chairman, until I have a chance of reading this 
second brief. 

THE CHAIRMAN; Mr, Smith, you spoke on page 1 
about the facilities, the dock facilities that exist 
along the Great Lakes and the St. Lawrence. Have you 
any idea of the amount of investment that they would 
reasonably represent? 

MR, SMITH: No. I recall you asked Mr. 

Culham that this morning. It is a very difficult 
figure to give. For example, on our dock which we 


Operate at the Lakehead, we have a very high 
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investment in that only boats 0 up there. We have 
a very substantial investment in our docks at the 
Takehesd, which is caused by the fact that coal 
moves up there in bulk boats, therefore we have to 
have overhead bridges to unload these boats. 
They are extremely expensive, and there are the 
rails and all the things that go along with it. 

THE CHAIRMAN: Those are major installations? 

MR, SMITH: Yes, sir, that is right. 
Whereas down in Toronto, for example, where coal 
comes in on unloading vessels, the investment here 
eonsists of trains, loading equipment, trucks, screens, 
that type of thing, and it is a much smaller 
investment. 

THE CHAIRMAN: Would that characterise 
most of these docks? 

MR, SMITH: I would say so, yes. 

THE CHAIRMAN: Have you any others ona large 
scale in Fort William? 

MR. SMITH: Yes. The Canadian Pacific 
Railway operates a dock at Fort William as well. 


THE CHAIRMAN: It was originally for whole 


coal? 

MR, SMITH: Yes. 

THE CHAIRMAN; Now they are used for 
commercial, 


q MR, SMITH: Yes. The C.P.R. will handle 
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coal for other companies up there. Our own docks 


lease. 
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THE CHAIRMAN: You have described what, 
generally, the docks consist of, what their facilities 
consist of, and they are more or less limited to 
self-unloading vessels? 

MR, SMITH: Yes. I would say from about 
Goderich down to the eastern - well, Owen Sound, 
When it gets to Midland and Lake Superior it is 
all bulk boats. 

THE CHAIRMAN: Take one of the ordinary 
docks in the lake area. Just describe in some 
detail what it ebadista of, what it has to 
represent in capital investment. 

MR. SMITH: Well you take a dock in Toronto 
as being typical, first of all the property has to 
be leased from the Harbour Commission. It has to 
be improved. On our dock we have macadam or asphalt 
surface on them, which we must do when you are 
supplying coal to your commercial buildings or 
apartments to ensure clean quality. You don't want 

- stones or mud or anything like that. You have to 
Spend a-considerable amount of money preparing the 
dock surface, 

Then of course with the quantity of coal 
it is not possible to get a dock large enough that 
you can just bring self-unloader vessels up and 
put all your coal on the front of the dock. With 
the volume that is handled, it has to be transported 
back, The self-unloader will come in here, put the 


coal here but you will have to move it back to other 
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parts of your dock. 

THE CHAIRMAN: You have to handle it the 
second time? 

MR, SMITH: Yes. It can be done by conveyor 
belts or trucking or any other system which the 
company wants to use, 

THE CHAIRMAN: “Is that generally the case with 
the docks ? 

MR, SMITH: Yes sir, At that point you must 
have cranes or any similar type of loading 
equipment which will load trucks; also be flexible 
enough to load railway cars, 

THE CHAIRMAN: You move it back also with 
cranes, do you? 5 

MR, SMITH: It could be cranes or trucks. 

THE CHAIRMAN: Or trucks? 

MR. SMITH: Or conveyor beits. Then it is 
necessary to have a substantial fleet of trucks due 
to the volume, for example, in the City of Toronto, 
the number of accounts, and then scales and so forth. 

THE CHAIRMAN: Well I suppose in the event 
that Nova Scotia coal came up those docks would be 
as available for that coal as they are for American 
coal? 

MR. SMITH: Yes sir. I don’t think any 
companies have any objection to handling Nova Scotia 
coal, So far we have never been able to buy any 
Nova Scotia coal. 


THE CHAIRMAN: Why not? 
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MR, SMITH: Well I suppose you could buy it 


| at a price. I am speaking of our own company. 
THE CHAIRMAN: You mean economically you 
couldn't buy it? 


MR. SMITH: I am speaking of my own company. 


a 


Except where we wanted to buy some Nova Scotia coal 


ware 


for government order by tender, and we were told we 
could buy it at the same price as the Dominion Coal 
were going to submit their tender which is entirely 


pointless of course. 


e — 


THE CHAIRMAN: You were told what? 

MR. SMITH: We would be able to buy their 
coal at the same price as Dominion Coal were going to 
submit in their tender. This leaves no room for 
profit and is pointless. 

THE CHAIRMAN: How many men are involved in 
this deck handling, transporting coal from the docks? 
Just approximately? 

MR. SMITH: It is rather difficult -- for 
example, there are two hundred in our own company - 
and I suppose of the member companies listed here 
there probably is well over a thousand. I mean 
you have to take into account things that I can not 
take time to be able to even suggest. For example, 
a dealer in Brockvillé how many truck drivers he has 
that are associated with the business. There are 
I would think in the entire coal industry in Ontario 
certainly a very substantial number of people involved. 


THE CHAIRMAN: How long have you been in the 
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business? 

MR. SMITH: Since 1945, 

THE CHAIRMAN: What is the general age of 
these docks along the lake front? 

MR, SMITH: Well our first dock was built, 

I believe, in 1909 at the Lakehead. Our second dock 
was about 1919 in Port Colborne, and from there we 
had developed other docks that are more recent. 

THE CHAIRMAN: The Dominion Coal has no docks 
in Ontario, has it? Has it docks in Toronto? 

MR, SMITH: Not that I know of, sir. I believe 
they handle their coal over other companies ' wéele, 

THE CHAIRMAN: Do they have any. agencies to 
which they limit the supply of coal? 

MR. SMITH: I wouldn't like to comment on 
that, sir. I would rather you asked Dominion Coal 
Company. 

THE CHAIRMAN: Take these companies, these 
associations on whose behalf you appear. Are they 
in any way associated with particular mines in the 
United States or do they take coal from any mine? 

MR, SMITH: A few of them will have connections 
with perhaps four or five mines and the balance of 
their coal is bought on the open market from any 
number of mines. 

THE CHAIRMAN: I suppose the destination of 
the coal will have something to do with the particular 


dock that is used? 


MR. SMITH: Yes sir, there is, and combining 
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freight rates and vessel rates ami also the burning 
characteristics of the coal, and the chemical 
characteristics. For example, a purchaser in Toronto 
probably has at his fingertips the largest selection 
of coal in Nérthedmanien in the coal coming into 
Toronto from every coal producing state I guess east 
of the Mississippi whiéh is something that I don't 
believe occurs for example in Detroit or Buffalo 

or something like that. All are more restricted. 

In Toronto, you can buy coal from almost 
anywhere and there are oe different kinds stocked 
on all the docks. 

THE CHAIRMAN: Take Centralia. How does 
the coal for that station reach there? 

MR, SMITH: Formerly sir, it was handled 
either over the dock at Port Stanley or their own 
dock at Port Burwell and delivered by truck. 

THE CHAIRMAN: So far as the Nova Scotia 
coal goes, that is the distance of Centralia, it 
must use one of those two docks? 

MR, SMITH: No sir, it goes in by rail car 
and is unloaded by a truck, 

THE CHAIRMAN: That is the alternative? 

MR, SMITH: That is the way it has been 
going in sir. You see, Centralia requires 
according to their specifications a size coal which 
I believe is supposed to be a quarter inch on two 
inches. So far as I know Dominion Coal have not ben 


shipping any of that sized coal by boat going into 
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Ontario. I believe it ms all been slack coal. 

THE CHAIRMAN: Is that a practice to ship 
sized coal by rail rather than vessel? 

MR, SMITH: No sir. We bring in a great 
deal of sized coal to our docks. You must get 
that from a mine which is large enough that it can 
load large boats. For example, with the soft 
structure of Nova Scotia coal and the amount of 
fines they get in mining, I imagine it would present 
a fair problem, for example, to load a 14 thousand ton 
boat with double screened coal. Now many of our 
mines in the States that are producing very large 
quantities, they have a harder structure fuel which 
doesn't present the same difficulty, and there we 
bring. a great deal of double screened coal in boats. 

THE CHAIRMAN: Do you think considerable 
quantity of fines is produced in the shipment, in 
the handling? 

MR. SMITH: Yes sir, there is certainly 
some breakage but it isn't enough to spoil the 
quality of the coal. 

THE CHAIRMAN: Well what about Nova Scotia 
coal. Is that more marked in those fines as a result 
of handling and shipping? 

MR, SMITH: Yes sir. It is a softer structure 
coal. 

THE CHAIRMAN: And you find that it does. hold 
more fines which you think result from the course 


of the shipment, the handling and the docking? 
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MR. SMITH: We don't have any personal 
experience of that sir. I am just mentioning what 
other people have told me that have handled Nova 
Scotia coal. 

THE CHAIRMAN: That is their view? 

MR, SMITH: Yes sir. 

THE CHAIRMAN: “I suppose you are interested 
largely today in industry in Ontario? 

MR. SMITH: Yes, we are interested in 
industry and in commercial buildings; not so much 
interested in the domestic business as a geat deal 
of that has already gone to oil and gas. 

THE CHAIRMAN; I-am going to put a question 
to you which is an old question, but you may have 
some fresh ideas on it. I won't say this is going 
to happen but it might happen that the coal man 
in Nova Scotia says that he has shipped or trying to 
ship to a market the industrial products of which 
are highly protected by tariffs and that there is no 
difference between a tariff to benefit an industrial 
product and a subsidy to help along the Provincial 
resources. What do you say to that? 

MR. SMITH: Well I think I would like to be 


an economist of some sort to try and answer that sir, 


which I am not. I think it is something to argue 
about for a long time. 
THE CHAIRMAN: Well if you can't enlighten us 


on that ---- 


MR, SMITH: I think if I could I would probably 
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have a different job sir. 

THE CHAIRMAN: Thank you, Mr. Smith. 

MR. ELLIS: I would like to call upon mr. 
W.C. Cunningham who will submit a brief on behalf 
of the Hydro Electric Power Commission of Ontario 
and this brief becomes Exhibit number 14 in the 


records of the Commission, 


---EXHIBIT No. 14: Brief on behalf of the Hydro 
Electric Power Commission 
of Ontario. 
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STATEMENT TO THE ROYAL COMMISSION ON COAL (1959) 
BY THE HYDRO-ELECTRIC POWER COMMISSION OF ONTARIO 


This statement and its attachments, copies of 
which have been distributed to the Commission, outlines 


in some detail Ontario Hydro's position on the following 


points: 

Table I - Coal consumed by Ontario Hydro 
for thermal electric generation 
1949 to 1959. 

Table II - Forecast of our coal requirements 
for thermal generation for the 
years 1960 to 1980; under two 
alternatives. 

(a) If no nuclear plant is developed 
beyond N.P.D. (Nuclear Power 
Demonstration - 20 MW) scheduled 
for service in 1961 and CANDU No.1 
(200 MW) scheduled for service in 
late 1964 or early 1965. 

(bo) If a high rate of nuclear development 
is assumed in minimum stages of 
200 MW units. 

Table III - Forecast of loads and resources 


1960 to 1980 - all systems. 


The coal which we have consumed in our thermal 
electric stations as shown in Table I has been 
purchased in highly competitive markets from adjacent 
U.S. coal fields and floated to our docks at Toronto 
and Windsor by self unloader vessel, the only 
exception to this being a test burn of 10,000 tons 
of Nova Scotia coal which was arranged in co-operation 
with the Dominion Steel and Coal Corporation through 
their subsidiary, Dominion Coal Company Limited, 


for consumption in our 100MW units at the Richard L. 
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Hearn Generating Station. These tests were completed 
and reported on early in 1959 and in this connection 
I have extracted from this report the conclusions 
drawn which are set forth in Appendix 1 attached. 

The forecasted coal requirements as shown 
on Table II will be purchased as in the past in 
accordance with our normal policy at best value, 
unloaded on dock at our various stations throughout 
Ontario. Insofar as the immediate future is 
concerned our coal inventories are sufficient to meet 
the forecasts of consumption in 1960. 

I would draw your attention specifically to 
Table II wherein you will note that we have 
predicated coal forecasts on two alternatives which, 
of course, are dependent on the competitive 
availability, or otherwise, of nuclear energy or 
other fuels. It will be appreciated that this table 
represents the maximum-minimum picture with column B 
setting out our forecast of the minimum probable 
coal requirements. Development to date, however, 
in the nuclear field gives good promise of nuclear 
power being a competitive source of electric 
power in the late 1960's. This fact is even more 
significant in terms of the Ontario economy if we 
are able to divert a substantial portion of the 
many millions of dollars of our future fuel costs 
to uranium which is produced in Ontario. 

Our engineers in considering nuclear plants 


have done so on the basis that 200 MW units will be 
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economical at 80% annual capacity factor from 1967 
onward in the southern part of the Province. In the .” 
Northwestern Division it is assumed that nuclear 
units will not be installed before 1974 when it is 
expected that development in that area will be large 
enough to absorb 200 MW unit sizes, 

I trust the tabling of this information will 
be of assistance to the Commission in its future 
deliberations. 
February 15, 1960. 


TABLE I 


COAL USAGE BY ONTARIO HYDRO'S THERMAL STATIONS 


Year Tons of Coal 
1949 6,130 

1950 53,984 

1951 63, 447 

1952 210,138 

1953 848,705 

1954 481,206 

1955 213,956 

1956 469,350 

1957 722,275 

1958 316,561 

1959 214,000 preliminary 
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TABLE II 


FORECAST COAL REQUIREMENTS 


AL B 
If no nuclear plant is If a high rate of 
developed beyond NPD and nuclear development 
CANDU No. 1 is assumed, 
1960 135,000, 135,000 
1961 456,000 456,000 
1962 1,100,000 1,100,000 
1963 1,879,000 1,879,000 
1964 2,693,000 2,693,000 
1965. 3,238,000 3,238,000 
1966 35,533,000 3,533,000 
1967 4,342,000 4,204,000 
1968 5,287,000 4 452,000 
1969 6,379,000 4,335,000 
1970 7,673,000 4 489,000 
1971 9,632,000 5,072,000 
1972 11,154,000 5 5 022,000 
1973 12,730,000 4 901,000 
1974 14,316,000 5,058,000 
1975 15,893,000 4,685,000 
1976 - 17,907,000 5,143,000 
1977 20,059,000 5,218,000 
1978 22,051,000 6,050,000 
1979 24,062,000 6,255,000 
1980 26,489,000 7 5099, 900 
1981 28,869,000 7 »272,000 
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TABLE III 


FORECAST OF LOADS AND RESOURCES (1960 - 1980) 
DEPENDABLE PEAK CAPAC TTY (DECEMBER 
(All Systems) 


Peak 
Load 


December 


Total 


Hydro- Thermal - 
Resources 


Electric electric 
Conventional 
Nuclear 


Thousands of Kilowatts 


5,918 6,929 4,934 1,374 = 
6,313 (eee 4.762 1,749 18 
6,732 7417 4,762 2,031 18 
fare lays) 7,954 5,016 SyoLe 18 
TVO2T 8,588 5,086 Lao a i 18 
8,059 9,073 5,196 Syeoe. © ao 
8,516 9,674 spec a Si (oe 18 
9,001 °°10)207 eT 3,815 *418 
9,514 10,644 5 404 3,815 818 
10,7057 11,212 5,479 3,908 4,218 
10,644 11,780 5,509 T5357 Le OLE 
11,303 12,419 5 537 4,471 2,218 
12,004 13,643 5,598 5,034 2,818 
12,749 14,073 5,628 5,034 3,218 
13,539 15,096 6 rsp) 5,034 4,018 
14,379 16,012 5,897 5 504 4418 
foyere) .y3e20l, 6,063 5,974 5,218 
16,220 17,821 Bb 223 5,974 5,618 
17,226 19,021 6,353 6,444 6,218 
18,296 20,407 6.399 75384 6,618 
19,433 21,725 6, 447 7,854 7,418 


*FPirst 200 mw Unit installed in 1965 
but not considered dependable capacity 
until 1967; second 200 mw unit added in 
1967. 
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For the benefit of those present I may make 


some quick reference to the attached tables, I 
don't think it is necessary to read them in any 
detail. Table I deals with our history, starts up 
in 1949, with 6,130 tons of coal, goes up to the 
peak in 1958 and in 1959 was up 214,000, 
Table II ---- : 

THE CHAIRMAN: What fuel has been substituted 
for coal in 1958/9 or was there some other reason? 

MR. CUNNINGHAM: Water, hydraulic resources, 
St. seine power coming in which means that we 
haven't had to operate our steam plants to the same 
capacity. | 

THE CHAIRMAN: That resulted from the Seaway? 

MR. CUNNINGHAM: Sir, Adam Beck and the Seaway, 
Niagara generating stations and the St. Lawrence 
seaway stations. Our steam plants are for peak 
loads. Our base loads are carried back on our 
hydraulic stations. 

Table number II forecasts coal requirements. 
You will note up to 1967 there is no difference - 
1966 there is no difference under either A or B. 
A-being if no nuclear plant is developed beyond NPD 
and CANDU number I and B being if a high rate of 
nuclear development is assumed. 

In 1969, however, we start to note its effects. 
Under column A we estimate 6,379,000 tons; for 
column B if nuclear power is an economic reality, 


‘it will be four million, three hundred-odd thousand. 
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Carry this through to 1979 we find a much different 
picture. A-our estimate is 24,000,000 and 62,000 tons 
with no further nuclear, and with nuclear 6,255,000 
tons, and so on. 

Table III, I think, is self-explanatory, It 
sets forth our resources under Hydro-Electric Thermal 
Electric, conventional: and nuclear and the appendix 
number I, which I might read, is the excerpts 
from conclusions of report on burning of Nova Scotia 


coal, 
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EXCERPTS FROM 


CONCLUSIONS OF REPORT ON BURNING OF 


Sr NN he rsa ceath pene as 


Appendix 1 


The burning of this 10,000 tons showed that 
Nova Scotia coal can be used for firing the existing 
boilers at the R.L. Hearn GS on 2 - shift operation, 
and that no decrease in efficiency or output will 
result. Hence, it can be stated that, on a short-term 
basis, the Commission can, in any year, afford to 
pay for Nova Scotia coal, on a cents per million 
B.Th.U. delivered basis, a price equal to the 
lowest acceptable tender for American coal. This 
was 32.26 cents in 1958. *If the Commission can buy 
Nova Scotia coal on the above basis, it should not 
find itself significantly out of pocket for any 
increase in generation cost caused by handling the 
coal when wet. 

On a longer term basis, information about the 
effects is necessary in order to evaluate all the 
characteristics of Nova Scotia coal and to datermine on 
what basis the Commission can afford to buy it. 

Under emergency conditions, it may be necessary to 
operate the thermal plants on a 3-shift basis at full 
load for prolonged periods. This might not be 
possible or alternatively might require extensive 

Soot blowing or water lancing with consequent increase 


in operating costs. The burning of this coal might 
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be accompanied by an increase in maintenance costs 
owing to possible increased corrosion of air heaters 
or exhaust ducting. Stocking also might be difficult 
owing.to spontaneous combustion and reclaiming or 
handling costs might prove to be abnormally high, 

The only way the Commission can evaluate the 
above effects is to purchase and burn a substantial 
quantity of Nova Scotia coal over a period of years. 
Formulae, developed by others, for evaluating coal 
characteristics on a monetary basis are not 
considered a valid substitute for actually determining 
the Commission's costs by burning a substantial 


quantity of coal. 


By way offinformation there is an 


asterisk and the asterisk says: 


Nova Scotia coal has a higher moisture 
content when received and a higher receptivity to 
moisture on the stock pile than coals presently 
being used. 


Thank you. 


MR. GUNN: Has the Hydro-Electric Power 
Commission of Ontario any order in now for Nova Scotia 
coal? 

MR, CUNNINGHAM: No sir, we have no orders in 


for coal. 
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MR. GUNN: Coal of any kind? 
MR, CUNNINGHAM; No sir, 


MR. GUNN: And in the foreseeable future do 


you see any possibility of ordering Nova Scotia coal? 
I realize you have read Appendix I to uB, but is 
there any possibility? 

MR. CUNNINGHAM: — In keeping with the policy's 
statement which I gave this will dictate where our 
coal is purchased on a cost per million BTU basis; 
assuming that the test I referred to was conducted 
in our 100 megawatt unit station at the Richard L. 
Hearne station, of which we have four. The last four 
units going in there are 200,000 which this statement 
does not apply to until such time as we run a 
comparable test. Units at our new Lakeview station 
are 300,000 and the same holds true there, 

MR, GUNN: If the coal measures up and the 
price is competitive, there is a possibility of 
buying Nova Scotia coal? 

MR, CUNNINGHAM: Yes sir. 

THE CHAIRMAN: 32¢ a million British 
Thermal units. What does that mean in terms of 
tonnage cost? 

MR. CUNNINGHAM: Well it depends on the 
specification of the coal but in round figures - 

80 many coal men here today I hesitate to say - 
$8.75 to $9.00. It is in that range. 

THE CHAIRMAN: That was assuming that you 


have about 26,000 units to the ton or 13,000 ? 
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MR, CUNNINGHAM: Yes. 

THE CHAIRMAN: You multiply that by two? 

MR, CUNNINGHAM: Yes. 

THE CHAIRMAN: Now have you attempted to 
compute what this would represent with the subvention? 
MR. CUNNINGHAM: With the subvention? 

THE CHAIRMAN: — With the subvention? 

MR, CUNNINGHAM: Well we have Mr. Chairman. 
When we go out for coal, we go out on a sealed tender 
basis of our requirements and the Dominion Steel 

and Coal is one of the recipients of these requests 
for tender. Always have been. 

THE CHAIRMAN: Was the 10,000 tons bought 

by you ? 

MR. CUNNINGHAM: Yes sir. It was in 
collaboration with a specific test which they shared 
part of the cost of. 

THE CHAIRMAN: Was it the ordinary price or 
any special price? 

MR. CUNNINGHAM: It was a special price for 
that trial burn, yes sir. 

THE CHAIRMAN: You show a very strong 
increasing demand over the next ten or twenty years. 
MR. CUNNINGHAM: Very much so. Table II. 

THE CHAIRMAN: And you are assuming that 

is so because you will give coal a preference for 
use with power production. You have nothing in mind 
that oil or gas will enter into this situation? 
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historic aspects. Neither of the two you mention 
are competitive at the present time, 

THE CHAIRMAN; And therefore you disregard those 
at the moment? 

MR, CUNNINGHAM: I don't disregard them. I 
said nuclear or other fuels. 

THE CHAIRMAN: “I was dealing with gas and oil. 

MR, CUNNINGHAM: That might be one of the other 
fuels and our plants are convertible to gas or oil 
if necessary depending on the economics, 

THE CHAIRMAN: Gas, oil, coal all nuclear? 

MR. CUNNINGHAM: Uranium or something else 
might be converted. 

THE CHAIRMAN; And that involves no change 
in your structural condition? 

MR, CUNNINGHAM: Yes, there is a change 
but our plants are so designed that they can be 
converted. 

THE CHAIRMAN: You think that that 32¢ 
probably is the maximum or the minimum or what? 

MR. CUNNINGHAM: We have been out of the 
market, Mr. Chairman, for the last year. It is 
probably up slightly from that now, but I would guess 
that 32, 33¢ will be a competitive coal cost. 

THE CHAIRMAN: Have you any view on the 
probable increase of either gas or oil, increasing 
price? 

MR, CUNNINGHAM: Not that I think would be 


of much use to this Commission, no. We have certainly 
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investigated both for our Station, 

THE CHAIRMAN: At the present time you don't 
ask then for tenders? 

MR. CUNNINGHAM: We have negotiated with 
Trans-Canada and Twin City at the Lakehead and 
Consumers" Gas in Toronto. 

THE CHAIRMAN: "Do you send them requests for 
tender? 

MR. CUNNINGHAM: Not on our coal, no, 

THE CHAIRMAN: Or other fuel? 

MR. CUNNINGHAM: Well now. If we were going 
to burn gas, it would not be on & tender basis, 

We would have to negotiate these arrangements. 

THE CHAIRMAN: What about oil? 

MR. CUNNINGHAM: Much the same thing there. 

THE CHAIRMAN: Be an individual arrangement? 

MR, CUNNINGHAM; Yes sir. We use oil of 
course along with coal to start off, and so on. 

Our steam station; use considerable quantities of 
it. 

THE CHAIRMAN: There is nothing objectionable, 
as I gather from your report in the quality or the 
character of Cape Breton coal? 

MR. CUNNINGHAM: Not as far as we are concerned, 
0h a e-shift operation, 100 megawatt unit. We would 
have to prove this out on the newer and later units 
that were presently installed. 

THE CHAIRMAN: You mean on the 200? 


MR, CUNNINGHAM: On the 200 and also the 300. 
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THE CHAIRMAN: Just explain what that 100 and 
200 means? 

MR, CUNNINGHAM; That is the total capacity 
of the unit. 

THE CHAIRMAN: How would that affect the 
question of the satisfactory nature of the coal? 

MR, CUNNINGHAM:” I am not an engineer so I 
cannot give you the technical background. We do 
not really believe that it will affect us too 
seriously but what I am saying is we would have to 
reserve the right to run teststo prove or disprove. 

THE CHAIRMAN: What is the condition the 
coal has to satisfy to meet the one beyond that? 
Are there any differences? 

MR, CUNNINGHAM: For example, on a 3-shift 
operation at our Hearn Station, we would expect 
some difficulty burning Nova Scotia coal. 

THE CHAIRMAN: Due to what? 

MR, CUNNINGHAM: The low fusion for one thing, 
the high sulphur and the moisture. 

THE CHAIRMAN: Does this involve a greater 
use of the furnace in the.period of a day say? 

MR, CUNNINGHAM: Yes. 

THE CHAIRMAN: A greater use just in time? 

MR, CUNNINGHAM: Well I don't know whether 
you would refer to a greater use or lower output 
in production. 

THE CHAIRMAN: Is that only a question of 


greater length of time of use? 
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MR. CUNNINGHAM: No, there are additional 


maintenance costs that could be involved as well. 

THE CHAIRMAN: There is no difference in the 
heat required? 

MR, CUNNINGHAM; No. 

THE CHAIRMAN: So it is just a longer use 
of the Nova Scotia eet in a furnace may lead to 
greater maintenance costs because of the low fusion 
point? 

MR. CUNNINGHAM: That is right, and the 
moisture and the sulphur. 

THE CHAIRMAN: That remains to be seen if there 
is any test. Any other questions? 

(No answer ) 

Thank you, Mr. Cuntingham, 

MR, ELLIS: i ante like to enquire if 
Mr. W. A. Vanderburgh is present this afternoon? 

(No answer) 

Mr. Commissioner, there are no further 
briefs scheduled for today. 

THE CHAIRMAN : Is there anybody present who 
has any interest in this who would care to make any 
Sort of statement? You see all we are seeking here 
is to find out what the realities of this difficult 
situation are, and I welcome it from any quarter. 
If there are not, we will adjourn until ten o'clock 
tomorrow morning. 


---The hearing adjourned until 10 o'clock, Tuesday 
morning, February 16th, 1960. 
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---On resuming, Tuesday, February 16th, 1960, 
at 10:00 o'clock, a.m, 


eee 


MR. ELLIS: May I call upon Doctor C.J.Potter 
who will present his brief on behalf of the National 
Coal Association, This brief will become Exhibit 
number 15 in the Pecords. ot the company. 


THE CHAIRMAN; Doctor Potter, will you mind 


stating at first your present position and your 


experience with coal problems in the United States 


as well as Canada? 

DR. POTTER; Presently I am Chairman of 
the Rochester and Pittsburgh Coal Company. Our head 
office is in Indianna, Pennsylvania. We produce 
53 to 5 million tons of bituminous coal per year. 

We operate coke ovens. We export coal to 
Canada only. We do not export to any other country. 


We have a subsidiary company in Canada known as 


Rochester and Pittsburgh Coal Company, Canada, Limited. 


THE CHAIRMAN: I understand that you are a 
mining engineer? 

DR. POTTER: Well no sir. I graduated in the 
School of Mines and Metallurgy of the University of 


Missouri. I have the degree of chemical engineer. 


I later attended West Virginia University where I 
_Yeceived a doctorate in Philosophy in Chemical 


| Engineering. 


I have received an honourary degree, Doctor of 


ingineering, from the University of Missouri. 
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I began my work with the United States 
Government about 1940 at which time I was asked by 
the Government to head up a marketing group to determine 
minimum prices of coal produced in the United States 
and from that I obtained a fairly large know ledge 
of the United States Coal industry. 

Of course I left the Government service after 
that particular job was finished and went with the 
company with which I am now associated. During the 
war, the Secretary of the Interior asked me to head 
up the Solid Fuels Administration. I became his 
deputy. Our job was to distribute all the coals 
produced in the United States and again in that 
particular job I was also Deputy-Coal Mines 
Administrator. 

There were several Government seizures, if 
you recall, in the United States during the war 
and the mines . were operated by the Government. 

I had to do that particular job. 

THE CHAIRMAN: What did that distribution 
of coal involve? Just in the United States? 

DR, POTTER: Thew were later -- when Canada came 
into the war, it was our judgment unless we channelled 
the proper coals into the proper market avenues, we 
would run out of coal. 

THE CHAIRMAN: "We" Who do you mean? 

DR. POTTER: The United States. We also 
had the job of fueling a great deal tothe rest of 


the world. I might add sir, that metallurgical coal 
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was one of our chief problems during the war. We 
wanted to give the steel mills the best possible coal 
we could get for them so that we could get the 
greatest yield of steel. I just cite that as an 
example. 

Canada required large quantities of coal from 
the United States. Canada formed the Office of 
Coal Controller during the war. Mr. Ernest Brunning 
of arcannt was head of the Office of Coal Controller. 
We met with him and decided -- I will show that 
a little bit later -- we decided we would operate 
just as if they were all the same countries insofar 
as the coal industry was concerned. 

We then had to form what we called a 
Combined Coal Committee, which was made up of 
representatives of Canada, Great Britain, United 
States. As such, we were responsible for the 
movement of coal throughout the world. To take a 
point, we would ship, say, South Africa coal to 
South America, or into the Mediterranean, and they 
would say later on supply coal for India or other 
places either from Great Britain or the United States 
depending on the availability of shipping. 

During the war, for example, we had the job 
that we put coal into England for stock piling fo the 
invasion. We also had to se@id our own engineers into 
North Africa to run the railroads. We used our own coal 
It was quite extensive during the war. 
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acquaintance with coal conditions in this country? 

DR. POTTER: Yes, quite thoroughly. Lord 
Hyndley, whoe-was chairman of the National Coal 
Board of Great Britain and I were appointed by the 
Combined Chiefs of Staff to tour Europe right at the 
end of the war. As a matter of fact, we were on 
our trip before the war ended, 

The idea was to determine what we could do 
in getting maximum coal production in Europe for the 
reason that without coal production there could be 
no transportation; without transportation thete 
ould be no food, etc. It is the old circle. You 
had to start the circle someplace. We did that and 
we reported back to the Combined Chiefs. 

At that same time we, the Solid Fuel 
Administration, was responsible for the supplies to 
the mines with their raw - critical materials. 

We had a War Production Board. We happened to be 
claimant agency and did claim our share of material 
for mining purposes. 

I was a Member of the War Manpower Commission 
of the United States. | 

THE CHA IRMAN : You had a very extensive 
acquaintanee- you formed a very extensive acquaintance 
with coal conditions in the whole of the west? 

DR, POTTER: I think I have been most fortunate 
8ir, that I have had the opportunity to do this. It 


has been an unique experience. 
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Mr, Chairman, this brief is submitted on 
behalf of the National Coal Association, pursuant to an 
invitation received from Honourable Ivan C,. Rand, 
The Commissioner, Royal Commission on Coal, dated 
December.3, 1959. 
The purposes of this brief are to submit factors, 
economic and historical, which it is believed may 
be helpful to the Commissioner in carrying out his 
assignment under the "terms of reference" made 
co-incident with his appointment by the Prime Minister. 
The "terms of reference"are:; 


"To enquire into and make recommendations 
concerning: 


"(a) the present and future markets for 
coal as a source of energy and for other 
purposes in the various regions of 
Canada; 


"(b) the steps that can reasonably be 
taken to reduce the cost of production 
of coal in the various coal producing 
areas of Canada and the costs of its 
distribution to Canadian markets; 


"(c) the steps that the Canadian coal 
producing industry can take to secure 
as large a market as possible for 
Canadian coal and to place and maintain 
the industry on an economic basis; 


"(d) the measures that can be reasonably 
adopted by governments to support the 
economie production, distribution and 
sale of Canadian coal; and 
(e) such other related matters as 
the Commission considers appropriate in 
reporting on those specified above." 
The National Coal Association is a voluntary 
nonprofit organization, incorporated under the laws 


of the State of Delaware. Its membership embraces 
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coal companies producing and marketing the major portion 
of the bituminous coal produced in the United States. 
Hence, it is national in scope in its representations 
and operations. Member companies are also the principal 
United States coal suppliers to Canadian markets under 
consideration here. 
Preparation of this brief was under the 
direction and supervision of Charles J. Potter, who 
is acting as chief spokesman for the Association. 
Generally speaking, bituminous coal shipped 
to Canada from the United States originates at 
mines located in the following coal producing 
districts: These are districts that were named 
for price fixing purposes, and prices of the 
bituminous coal areas east of the Mississippi with 
the exception of Alabama. In other words, Toronto, 
for example, can get coals from the United States 
from all those sources that I indicated. It happens 
to be one of the more fortunate areas in which it 
has more coals and different kinds available to-day 
than any other place in the world. 
District 1 - Central area-of the State of 
Pennsylvania 
District 2 - Western area of the State of 
Pennsylvania 
District 3 - Northern West Virginia 
District 4 - State of Ohio 
District 6 - Panhandle area of the State of 
West Virginia 
District 7 - Southern Low Volatile-Southern 


West Virginia and Virginia 


District 8 - Southern High Volatile- Southern 
West Virginia, Virginia, Kentucky 


and Tennessee 
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District 9 - West Kentucky 

District 10- State of Illinois 

District ll- State of Indiana 

The coal producing districts shown are those 
which were established pursuant to "The Bituminous 
Coal Act of 1937" and which identify certain 
geographical coal producing areas. The "District" 
designation has been used throughout the industry 
since 1937 and is generally known and understood 
throughout the trade, by the consumer as well as the 
producer. 

Several of the larger U.S.coal producing 
companies have subsidiary companies in Canada which 
market their own coals and also coals produced 
by other U.S. producing companies. These subsidiary 
companies maintain lake coal docks where cargoes of 
coal are stored and later transshipped inland to 
Canadian consumers. There are also a number of 
independent coal dock companies which handle U.S. 
produced coal from companies not affiliated with 
Canadian coal dock companies. There are approximately 
aa dock operations along the lake front at 
various points between Montreal and Fort William. 
All help contribute to the economic growth of Canada 
and over the years have become an integral part of 
the Canadian qconomy. That these coal dock 
operations have a substantial stake in the coal 
industry of Canada, through investments, facilities 
Bei cy cat? and related affiliations, has been fully 


/1 Source: Brief of Canadian Coal Dock Operators to 
Acting Prime Minister, Honorable H. P. Greene. 


Movember 4. 10688 - Page 1. eC. C*é=éF. 


scaheseulev wae” ot Vian alot 
atasteo ‘item dotdw bie "TERE to ac 
gotuterd” ef .e@exe gatowborq Lf09 nna 
yudeubnt ete Joorguoxds besy need end Hottengteeb 
hooverwbny bas fwpod yftarsseg ef bad TECr soure 

edt es [Lew 66 cemyenon edd yd .obsat ed? tuodguotts 
gqtouborg {00.8.0 tegsal atid to ferevee 
dotdw sbawad ot eelteqmoo tretbiedve’ even ‘esinaqmoo 
Resuborg efaoo coals brs eisod ciwo ated? fexrsm 
uuetbisdue seedT .eeinsqmos gal ovborg 8.0 nerto ¥ 
to saontss otetw extseb Iaod etal otetatam eelneqmod 
ot Basfo! beqgtdesasad vaval bne betods ets [e009 
So todoun 8 Ose ete Sted? .etemveroD netbsnsd 
2 efbesd dotdw eetasqmoo Xoob [805 tnsbasqebat 


dgtw badetist?e gon aslasqmoo mort [809 beoubotq 


 yletemt xo1ggs cue eaten? .eeltneqtion A00b [809 nsibsnsd | 
L 


¢s dnox? eel eft goofs snotteteqo woob ‘ITaoo\e8 
metitiw ¢ro% bne LasttnoM neewted atntog suolzsy 
sbaneD Yo déwevm oimoncse ef oF etudtitnes afed {fa 
So ¢ueq levgetat oa emoced eved sissy eft tevo bas 
sioob Esoo exert tad? .ymonoop catbhsns) eng 

tno sit at eolsda Lattastedve s sved snolvetege 
setgifios? .etnemteevot mguomit ,sbsnsd"t0 yrtaubal 
elivt seed asd ,anottvstiriis betalex bre .seevolqus 
of eioteted® axood Is0D satbsned to tetwa :eomok fy 


ttj=Ztu»6:*, 2 2 aofdesnamel wade tbalM aenke! ont tad 


a worse 215 
disclosed in briefs and other statements submitted 
by the Canadian Commercial Dock Operators. 

I might point out sir, that it is my 
judgment - this is in reply to some of the questions 
you asked yesterday - that there would be approximately 
10,000 people involved in the distribution of coal 
along the lakefront. That is the dock operators, 
not just the lakefront but including down the St. 
Lawrence River. Approximately ten thousand people. 
That would not include the boating companies, those 
who transship coal. Nor will that include the 
railways who might send it beyond. 

Working capital on that will exceed $50,000,000 
in those particular companies at the height of their 
storage season and that is only for coals which are 
transshipped past the docks and which generally are 
neva in the name of these dock companies. 

Capital investment will run from say oh a few 
hundred thousand dollars per dock to well beyond that, 
and it was pointed out to you yesterday that a great 
deal of the dock area is owned by the Dominion or 
Provincial government. 

For example, we will lease docks in Montreal 
amd the lease is from the St. Lawrence Seaway Commission 
in Toronto, it is from the Harbour Commission, so 
the capital utilized by these dock companies is 
great. 


"Historically, the bituminous coal industry 
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of the United States has supplied a very substantial 
portion of the energy requirements of the Dominion 
of Canada. Most of the bituminous.coal exported 
from the U.S. into Canada is consumed in the heavily 
populated and fast-growing industrialized Provinces 
of Ontario and Quebec. Huge supplies of coal have 
been imported during periods of national emergency 

. in Canada, such as in wartime and on the occasion of 
labor strife in the Canadian and British coalfields. 
If some emergency should again arise in Canada that 
affected the production of Canadian coal or developed 
an unusually high demand for coal, the bituminous 
coal industry of the United States would again be 
called upon to supplement, to an even greater 
degree, Canada's requirements and would, of course, 
respond to this request, provided future Canadian 
fuel.policies can be such that the threat to the 
continuity of supply from the U.S. is removed. 

By that statement I mean, I think the extreme- 
if it was off again, on again source of supply it 
would become very difficult. We do not anticipate 
any such thing. I merely wanted to explain that 
particular statement. 

At present, the subvention program for the 
improvement of Canadian coal production and 
distribution, together with increased competition from 


oil and gas, impose an increasing, unrealistic, and 


discriminatory pressure on U.S. coal exports to Canada. 
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The present program will Jeopardize continuance of 
&@ sound economic U.S.coal export program, 

The following table shows thesotal consumption 
of bituminous coal in Canada along with the amount 
imported from the United States, for a period of 
twenty years; 

In other words, take Table I shows the United 
States is supplying approximately 50% of the coal 


used in Canada irrespective of the Canadian demand. 


TABLE I 


Consumption of Bituminous Coal in Canada 1939-1958 


(Millions of Net Tons) 


Canadian Bituminous Percent 
Consumption Coal Canadian 
of Bituminous Imported from Consumption 
Coal,All United States Supplied by U.S. 
Sources (1) (2) 
Year 
1939 25,4 9.8 39.0 
1940 29.7 13.4 45.1 
1941 re oie 1708 53%3 
1942 3% a5 20.8 55.8 
1943 41.1 24.3 59.1 
1944 40.5 25.5 60.5 
1945 36.8 21.2 57.6 
1946 38.9 22.0 56.5 
1947 45 4 25.8 56.8 
1948 42.9 25s 59.9 
1949 34.5 15.8 45.8 
1950 41,3 22.5 54.5 
1951 40.6 22.4 Soe 
1952 oLs9 20.7 54.6 
1953 here 19.5 eee 
1954 30.4 1557 51.5 
1955 31.0 16.8 54.2 
1956 34.8 20.5 58.9 
1957 30.8 18.0 58.4 
1958 23.1 11.8 21.0 


Includes bituminous, sub-bituminous and 
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(2) Available for Consumption. 


Source: Dominion Bureau of Statistics, 


It is significant that during the past twenty 
years, despite the application of several forms of 
government aid, there has been no increase in the 
percent of Canadian coal consumption provided by 
Canadian producers, 

The importance of U.S. coal to the economic 
growth of the Province of Ontario is Shown in the 
following table; 

Table II, there you will note that practically 
the entire consumption in Ontario is from the United 


States coal companies, 


Table 2 

BITUMINOUS COAL AVAILABLE FOR CONSUMPTION ,ONTARIO, 

(Millions of Net Tons) ; 

1939 - 1958 
Year Total Tons Percent 
Tons U.S U.. 5. 

1939 eas 8.3 85.5 
1940 12:6 11.4 91.2 
1941 13.8 13.5 97.8 
1942 15.5 15.2 98.0 
1943 16.9 16.9 100.0 
1944 17.2 iy Oe 99.4 
1945 14.9 14.7 98.6 
1946 16.0 15.7 98.1 
1947 17.9 17.8 99.4 
1948 19.3 19.1 98.9 
1949 13.3 132 99.2 
1950 18.9 18.7 98.9 
1951 16-7 18.5 98.9 
1952 LPs i7.2 99.4 
1953 16.9 16.8 99.4 
1954 13.6 rae 98.5 
1955 14. 
1956 sy a 17.6 99.4 
1957 15.7 15.6 99.4 
1958 10.7 10.6 99.0 


Pe 
a 


yiosed vaaq ed? gaitub tadt 2 


a a 


wtozaquvanad 30% 
_potvatvede To vserve aa ‘* 


gnaotttagte al a 


ee 
to amo? fatevees To moldsestiqgs ort siiqesb ¢ 
| atJ 7 ° 
. ei? at eeseront om Geed asd ered? . bis Ine nie O83 


* 


"7 
he + aft wort af obtadad of noliqevenos extins edt 
setnegmos L800 nosede 
S$ eldat 
LAAT LTwel 9 AOU BIGAILAVA JAD evOMLMUTLE 
oe ay vew to enolltim) ai 
| Beet - geet ti 
: 2 
. gas enoT IesoT 1s0Y 
) 6.0 +6.0 anot 
2 2c &.8 v.¢d 
| © [e ee @,Sf 
| 8. ve 2.€! 8.&I 
| 0.68 $.éf é.cl 
6,.00L eof ©.d0f 
», Ze £.¥i s.¥f 
5. 82 TAL @. AL 
5. 8e v.eL 0.0L 
| $08 6.7L @.yi 
) e.6e £.eL €.ef 
$.2e $.ef — E.éf 
e.g yf e.oL 
e.4¢e ¢.8£ 7.8L 4 
#, 20 s.Vi EVEL 
i. a e.oL - 
eC. EL 3. 
oA rg 
7 Tr 7 


tmonooe ed av [aos 


eri? 


td bebivotg roliquvenso [soo astbaned to yc 


.etecubot aetbs 

in = 

.2.U Yo eonadtogat ext 
a 


oftatad to sontvoti ert to dowory 


. 


at awocde al 


oP. 
:eidet? gotwollo? 


a 


josaq gad? eto Eftw poy exeds II eldsaT 


- 
eater. 
; ie 

@ _ 


is ANGUS, STONEHOUSE & Co. LTD. 
TORONTO, ONTARIO 219 


Source: Dominion Bureau of Statistics. 
Note: Import figures 1939-1948 are 
indicated as retained for 
consumption. Subsequent to 


1948, figures are direct 
imports to Province of Ontario. 


Again there is to be seen the large and steady 
demand for U.S. coal during the period when Central 
Canada's industrial and business expansion was 
mushrooming. 

Table 3 shows the consumption of bituminous 
coal in the Province of Quebec with the amount 
furnished by the United States: 

During the war we had to take over the load in 
that particular area that was formerly supplied by 
the Eastern coals produced in Canada and the coals 
to do this job originated as far west as Illinois 
and West Kentucky. We railed coal from West Kentucky 
into Halifax for locomotive fuel during the war 
but normally most of the Quebec market has been Nova 


Scotia coals. 


fable 3 
Bituminous Coal Available for Consumption, Quebec, 
1939-195 Millions of Net Tons) 
Total Tons Percent 

Year Tons Uis. Uvee 
1939 3.6 1.3 36.1 
1940 44 1.8 40.9 
1941 6.0 4.1 68.3 
1942 6.9 Owe 75.4 
1943 7.9 633 90.0 
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Source; Dominion Bureau of Statistics, 


Note: Import figures for 1939-1948 
are designated as retained for 
consumption. Subsequent to 
1948, figures are imports 
direct to Quebec, 


Even though much energy expansion in the 


Province of Quebec occurred over the past 20 years, 
Table 3 shows that there was no appreciable increase 
in coal consumption. In fact, there has been a 
Substantial decrease in consumption of both 
Canadian and U.S. coals. 

The percentage of U.S. production of 


bituminous coal exported to Canada is shown in Table 4, 


Here we say it might be argued that the United 
States market for coal in Canada is not of great moment 
to the United States producers. The facts are that 
it is only in the order of 2,3, 4 percent yet the 


major sources of supply is from those producers with 
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a short freight rate out of the United States into 
Canada but I think it is quite important. For example, 
many producers will ship up to 15 to 20% of their 
output into Canada. 

Table 4 


U.S. Exports of Bituminous Coal to Canada ,1939-1958 
Millions of Net Tons 


UTB. Exports % Exported 
Year Production to Canada to Canada 
1939 394.8 9.8 2.48 
1940 460.8 13.4 2.91 
1941 514.1 17:28 3.46 
1942 582.7 20.8 3.56 
1943 590.2, 24,3 4.12 
1944 619.6 24.5 3.95 
1945 51.6 21.2 3.67 
1946 533.9 2250 412 
1947 630.6 55 4.09 
1948 599.5 2597 4.29 
1949 437.9 15.8 3.61 
1950 516.3 22.5 4 36 
1951 533.6 22.4 4,20 
1952. _ 466.8 20.7 443 
1953 AST .3 19.5 4 26 
1954 391.7 15°7 4.00 
1955 464.6 16.8 3.62 
1956 500.7 20.5 4.09 
1957 492.7 18.0 3.65 
1958 410.4 71.8 2.87 


Source: U.S. Bureau of Mihes. 
Dominion Bureau of Statistics. 


While the total bituminous coal exported from 
the United States to Canada constitutes a relatively 
small percentage of total U.S. production, this does 
not alter the fact that shipments to Canada are very 
important to the producing districts in the United 
States enjoying this business. Practically all of 
the bituminous coal exported to Canada from the 


United States is produced in the eastern Appalachian 
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area, in the producing bleceteta previously listed. 

That Canada, through the years, has been 
regarded as a normal market for the Sale of certain 
U.S. produced bituminous coals has certainly been 
demonstrated by the manner in which our Government 
as well as the coal producers, have served the 
Canadian consumers in times of emergency as well as 
other periods when Federal controls were invoked on 
the U.S. bituminous coal industry by legislative 
fiat or Federal government directives. 

For instance, when the United States Government 
established a Solid Fuels Administration for war 
(During World War II), it recognized the obligation 
of U.S. coal producers to supply their "normal 
harkets” in Canada and proceeded to establish 
regulatory controls to assure Canada of its 
necessary U.S. coal supply. Under the provisions of 
Solid Fuels Administration for War, the first 
preference on coal shipments went to all receivers 
of by-product or special purpose coals. The 
Steel companies in Canada, therefore, received a 
first preference on their coal requirements, the same 
as similar users in the United States, and thus 
received their coal before other classes of consumers 
in the United States. imilarly, the second 
preference under S.F.A.W. regulations went to retail 
dealers and, therefore, Canadian retail dealers 


received their coal the same as did U.S. retail dealers 
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-_ when the shipments moved by rail. The thira 
preference was for consumers receiving coal by the 
lake cargo routes. Hence, the Canadian consumer 

who received U.S. coal via lake movement had a 
decided advantage over U.S. consumers in other 
categories, for the reason that the bulk of 
bituminous coal imported into Canada moves by water, 
As a result, the Canadian consumers receiving coal by 
water for uses other than Steelmaking and consumers 
receiving coal from retail dealers were assured of their 
Supply. of coal even before the Same classes of 
consumers in the United States. Regulations were 

not issued by the S.F.A.W. without prior consultation 
and Eaveanact with the offices of the Coal Controller 
of the Dominion of Canada. 

Not only did the U.S. bituminous coal industry 
take care of its normal markets in Canada but it also 
Supplied the increased demand for coal brought about 
by the war effort and the postwar industrial expansion, 
as will be noted by reference to Table 1, showing that 
U.S. exports of bituminous coal exceeded 25 million tons 
on two occasions and accounted for almost 60% of 
Canada's coal requirements several times. 

In 1942, the United States Congress passed 
the Emergency Price Control Act and thereby set up 
the Office of Price Administration with authority 
to establish maximum prices on any commodity. On 
May 18, 1942, maximum prices were detavatanes 


f.0.b mines on all coals produced in the United States. 
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While the Office of Price Administration had 
no authority over the resale price at which coal 
could be sold in Canada, nevertheless it provided 
the fullest protection possible to the Canadian 
consumer by providing the following rule as a 


part of the Maximum Price Régulation No.120 


a 


applying on the sale of bituminous coal: 


'The maximum prices established herein apply 
to all sales by a producer or a distributor 
at, or for delivery from, a mine or a 
preparation plant operated as an adjunct 

of a mine or mines to destinations in 
Continental United States, the Territories 
of Alaska, and Hawaii, the District of 
Columbia and the Dominion of Canada; 
Provided, however, that Subject to 

such future regulations as may be appropriate 
the maximum prices established herein shall 
not apply to the resale of United States 
bituminous coal by Canadian distributors 
who import such coal from the United States 
into the Dominion of Canada and resell 

it for consumption in the Dominion of 
Canada, ' 


There was no objection made to the Office of 
the Price Administration by the bituminous coal 
industry when the foregoing provisions as to 
maximum prices were applied to sales in Canada. 
Thus, no attempt was made by the U.S. bituminous 
coal industry to take advantage of the Canadian 
coal consumer at a time when such action might have 
been possible, and the U.S. Government felt it had a 
duty to protect the Canadian consumer of U.S. 
bituminous coal. 

It is well known that there are ample 


reserves of bituminous coal in the United States 


——=—————— ne 


4 


s un etud phtwoltot eid poitveny vd temUaagD 
’ 


ost .oM dorveruged soft mumtxan ed? to Fzsq 
‘iene avobtmudtd Yo ofee ely do gnfetags 


qlqge niswed bedatidates sectaq muatxam eity 
qosudrgelb & to teoubomg & yd selse ffset 
6 10 snit 45 mor! yteviied 102 so js = 
jonutba 9&8 88 bedareqo tnsig noltsisqe7q 
qt enoldenitesd of semta To enim a to 
astuodivae? ofd . sedate betiad IstnenténoD 
“ao yobuteld end .tiewall bas ,sXesiA i ae 
shane? ‘to notmimod el? has sidmulod 
ot fostsue tai? .xevewot (bsbivorl —s 
ataligo wags ed [ee 55 saottaluget sivgul dove 
rlede nieve bedetidstee eoolig auatxem siz 
netade bettall Yo elsest od? oF giaqqs von — 
atotudiavalh astbaasd yd Leoo suoniautrtd = = — 
sedate bedtin’ ed mor? Ison mone groqat ofdw 


LLVieere 
> 1 


oa 


(fsaeu bas sbsnad to wotdimed ely ofat 7 
Se solaimod edd of adidqmuanos gol ol 
' .sdeas) 


%> gol? sat ag shem mnoifoeldo on Baw e'redT 
feoo euonimugid eft yd notvertetatmbA sold end 
ot e® anolervotq antogeu0t eds cedw uid eubat 
_absaso of ealee of betiqgs eieW coctsq wumtxa | 
quonimudtd 65.0 ef? yo sbam asw tqmesss on ,auat 
qatbans0 edt to egatmavbs exe? of yrteubnt [soo 
svad tdaim poljcs dows new emit & ta temuanos [e090 
8 bart tt Piet dnsmntevod .2.0 eft bna .eldteeog need 
_B.U Yo temuanot maibsasy edt gosto1q oF yeub 
[soo svontmpdid 

siqme a7e stent gad? nwomt [flowet a 


ssdas2 Davin ef? at (soo suoatmpald Yo kevissss 


< 
ANGUS, STONEHOUSE & CO. LTD. 
TORONTO. ONTARIO 225 


1 to supply her needs as well as those- of Canada for 


hundreds of years and that major reserves {n the U.S 


2 : 
3 are nearer to Ontario and Quebec markets than are 
i 
‘ Canadian coals. / 
5 With the foregoing as a background, it is 


6 appropriate to turn to the specific items of 
7 inquiry set forth in the terms of reference establishing 


g| the Royal Commission on Coal (1959) 


‘9 Reference: 

10 (a) the present and future markets 
for coal as a source of energy 

11 in the various regions of Canada. 

12 In order to forecast future markets for coal 


13 1n Canada, it is necessary, eheng of all, to project 

14 total energy requirements. A reliable tool for this 

15| 48 a per capita consumption. This method has been 

16|/ employed in projecting energy requirements in the 

17| United States, and, while its adequacy for the long- 

18| term view remains to be shown, it has proven 

19] reasonably accurate for many years in the United States 

20 and we believe the same system should be adequate for 

21) projecting energy consumption in Canada. 

22 er ‘Appendix A is a table showing population in 

23| Canada through 1959 sft, projections to 1975. In this 

24 Instance, we have accepted the population estimates 

2%) of the Royal Commission on Canada's Economic Prospects, 

26| titled ‘Output, Labour and Capital in The Canadian 

1 Economy ,' dated yepruary ; 1957, using the estimates 

28| based on net immigration of 75,000 per annum. 

29) 1/ naeseeravre reserves eiwont in the United States 
are estimated at 950 billion tons, enough to meet 


30 needs at current rates of consumption for more than 


7” 2,000 years (U.S. Geologic Survey-Coal Resources of 
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That is not the top or the bottom. It was 
in between. 

Employing authoritative Canadian sources 
for past and present energy consumption in the 
Dominion of Canada, by ordinary mathematical 
computations the per capita consumption of energy 
is projected in total and by sources. This 
information is shown on Chart I. Background data 
are shown in Appendix B, with the same conversion 
factors as used by the Dominion Coal Board. However, 
with respect to Sas consumption, the Report of the 
Department of Mines and Technical Survey for 1957 and 
1958 is used as a base. Largely by the process of 
personal judgment, data for the previous years have 
Been revised to eliminate the effect of waste gas 
which is not energy consumption. The possible error 
in judgment is Statistically quite small and, 
therefore, will not seriously affect the results. 

It will be noted from Chart I that if 
based on a pure mathematical trend, in a relatively 
Short period of time no coal at all would be consumed 
in Canada and oil, gas and hydro would eventually 
exceed the total energy requirements, Obviously, this 
is impossible. Therefore, while it is a reasonably 
Sound practice to project total energy requirements 
per capita mathematically, when it comes to 
considering the individual sources that go to make up 


the total energy requirements one must be careful 


————— 
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in utilizing a statistical trend. 

Accordingly, the ‘over-lay' for Chart I 
indicates what future consumption of the various 
sources of energy will be in the Dominion of Canada 
in order that the total projected energy requirements 
are not exceeded, 

It will be seen’from the chart that the 
projection for coal, beginning with 1961, indicates a 
per capita consumption of 29.7 million BTU. 

It will also be noted that the chart does not 
indicate any change in the per capita rate of coal 
consumption through 1975. 

DR. POTTER: Before I go ahead sir I will 
try to explain this chart. The top line underneath 
this overlay is the total energy consumption per 
capita that we foresee in the future in Canada. 

We have had identical curves in the United 
States. In other words, energy grows at a relatively 
constant rate and has been so for more than 20 or 
30 years. We see no reason why it will not contine 
to do that. 

The error is quite small. You will notice 
in no case is it even 10% with a total energy 
consumption. Further, you will note that the bad 
years such as 1948 and 1954 are clearly shown. The 
boom year of 1956 is indicated by additional energy 
requirements so from the total energy picture you 
can practically read the history of a company insofar 


as business is concerned. 
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Now that total energy is the key to this whole 
discussion on what will be the energy requiremehts 
| in Canada. It is obvious that the individual parts 
cannot exceed the whole of the energy. Therefore, 
let's look to what has happened to oil by itself, 
That is the third line down. 

You will note that oil has been growing at 
a fairly constant rate. You will also note at’ the 
bottom that hydro and gas have been growing at a 
fairly rapid rate. Now if we combine all those 
and use a this line, oil,gas anda hydro, it will show 
that about 1967 there would be no coal at all 
consumed in Canada. 

That obviously is not so, so what else does 
this chart mean? It means that the rate of 
consumption of oil and gas in Canada must decline. 

In other words, this rate of growth can not continue 
in the future as it has been doing up to to-day, 
because it would supply all the energy, ari that is 
impossible. 

We have gone through exactly the same problem 
in the United States. It was predicted that oil 
consumption, the rate of growth would drastically 
fall off some three years ago. That is taking place 
and will continue to take place because no one energy 
Source is going to squeeze all the energy sources 
out, 

Now if you will accept sir, what I have just 


said as being the truth, this over-lay is something 
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along the line as to what happened in Canada, In 
other words, we do not believe that coal will continue 
to decline past 1961, that is coal consumption in | 
Canada, and I will try to explain why. 

We note that Hydro is going to continue to 
expand. Iwill talk about that later. We note that 
gas is continuing to expand, and if coal does not 
expand at all and both the markets that we have 
estimated that it would have by 1961, oil must fall 
off and we have shown in that second over-lay curve 
that oil must decline Substantially in its rate 
of growth. 

Now sir, -I would like to mention with respect 
to the terms of aeberent a: that is, what is Canada's 
energy picture, we discussed Saskatchewan, Manitoba, 
Alberta, British Columbia, Nova Scotia and New 
Brunswick and with your permission sir, I won't 
read that. Iwill cemmence over on page 15 with 


Nova Scotia and New Brunswick. 


Nova Scotia - New Brunswick 
Combined production in these provinces in 
1958 totalled approximately 6.1 million tons. 
Of the 800,000 tons produced in New Brunswick 


72,000 tons entered the U.S. duty free, while 109,000 


tons were shipped to the Province of Quebec on which 


Subventions averaging approximately $1.61 per ton 


were paid. Railway fuel accounted for 15,000 tons. 


n 
oi 
, 
7 v 
-— ‘ 4 


a ata ll Sie Se 
nite Ce om 
* unthessedes cee a2 saad Hoek ie enticed 


4 i : 7 fie 7 1 Pen 4 
Li Se ciate ot Wat thts € Bak p08) 
Pra My a ; ; 

| a) aunbdae o@ ghtos af oxbyt dade ‘eton el . . 


a «<«o 
| tes eon OM seta tedd tuods ated ifkwt ‘2 mail 


iy jon eeob f80p tf bas .bnaqxe of gntvatdnoo at & 
) evad ow fsdd ededuem ed? tod bas far ea 
| flet dane Lto , foe ed evad biuow st "ieee 
) even ysi-tevo baoosa deat nt nwods eved ow oie 
ajax att at Ul lebdastedus eatioeb Jeum fto “gadd 
dt worg a 
toeqaet dete noftcem of edtf bivow I. . ate wow eA 
st aban’ at Jadw .at sant eoneneten to amrsd edt bl 
-adoviceM .cawedoveiss= beaevoalh ew ~etutoltg vatene 
welk ons shvoo8 evoll ~atdmulod detsind .stredlA 
s'cow 1 . abe noltaelhwmieg sh0y daiw bas wobweau7d 
diiw @i egsq ce Teve GonemEBo {fitwt dad? baex | 


wolwenu ra wel bas attooe avo : 


» 1 


at ssdsaivery seems al gottouborg bontdmod 


anod ngititm 2.8 Ylesamtxowqqs beliasos beer | 


dolwanuv®-we-nl beowketg ancy 000,008 ene 20 


| 
) 
{ 
| 
) 
) 
| 
) 
. 
| 
| tot waaved wel - gitook svoll 
| 
OOO \ROL eftdw earl ytub .2.U en? betedne anod 000,87 


dotdw do oedeus Yo sonlvotl ong od beqgtte exew snot 
re! 


nov seq [5.16 yletembxonggs anigeteva enotinsy: ( 
ened 000. 28f 0% Betawesos Lev? nm sna ‘a 


> 


=< 
ANGUS. STONEHOUSE & Co. LTD. 
TORONTO. ONTARIO 231 


Taking into account the fact that most of the New 
Brunswick production is used within the province, it 
is believed that expected losses would not be great. 

Nova Scotia produces the largest tonnage of 
coal in Canada, and in 1958 this amounted to roughly 
one-half of present production of all kinds of coal 
and over two-thirds ofall bituminous coal. Table 5 
shows Canadian production figures for coal and the 
percentage represented by Nova Scotia mines. 

In other words, Nova Scotia has steadily 
increased on its share of Canadian coal, Canadian - 
produced coal market. 

Table 5 


Production of Coal in Canada 
1947 -- 1958) 


(Millions of Net Tons ) 


Percent 
Nova 
Scotia of 
Bit- Nova All Can- 
uminous Scotia adian 
Total Coal Coal Coal 
Year Coal 
tO47. 15.9 11.0 41 25 Silas 
tease 15,4 13.7 6.4 34.8 46.7 
$049., 19,1 34,1 6.2 32.5 43.9 
1950 19.1 13.6 6.5 34.0 a7 8 
1951 18.6 13.4 6.3 33.9 47.0 
Mee Lee 12.7 5.9 35.5 46.4 
1953. 15:9 11.5 eer) 36.5 50.4 
1954 (14.9 «10.3 5.8 38.9 56.3 
2955. 14.8 .10.2 5.7 38.5 56.4 
g9500C 14°59 10.3 5.8 30-9 ere | 
Bos. Dock «uD. 0 a 43.2 63.3 
950 11.7 3 367.7 5.3 45.3 68.8 


Source: Dominion Bureau of Statistics. 
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At one time Nova Scotia enjoyed a substantial 
railway fuel business, but with the advent of the diesel 
locomotive this market has declined rapidly and will 
probably continue to decline until there is very 
little, if any, left. In 1958 railway fuel accounted 
for 95,000 tons of Nova Scotia business, 

We believe they will lose all that. 

Approximately 700,000 tons of Nova Scotia coal 
is used for coke making, on which the Canadian 
Government pays a bonus to the Steel Company of 
49.5 cents per ton as provided for in the Canadian 
Coal Equity Act. It is believed this market will not 
drop below an average of 650,000 tons of coal per 
year and is not now subject to competition from 
other fuels or U.S. coal. 

The point I am making in the 493 cents 

per ton is that quite a number of years ago the 
Canadian Government made an attempt to move Nava 
Scotia coal to any consumer who would use that coal 
at 493 cents a ton. To the best of my knowledge, 
I believe only one attempted to do so, and that was 
Montreal Coke and Coal Manufacturing Company, and it 
was done by paying them a duty. The reason for 
bringing that out was to show the difference between 
people such as Algoma and Stelco who do not get that. 
In other words, anyone who uses Nova Scotia coal, 
there is a payment against these other companies, 

THE CHAIRMAN: Does that go to the Steel 


company ? 
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DR. POTTER: I don't know, sir, I might add 
that no Nova Scotia coal is used in Montreal for that 
purpose, to the best of my knowledge. 

In 1958, Nova Scotia marketed about 200,000 
tons in Newfoundland and Prince Edward Island, The ma j- 
or portion of this is Susceptible to competition 
from oil. 

In other words, it can be lost, it can be lost 
to Nova Scotia coal, 

Of the 133,000 tons of railway, fuel, bunkers, 
and exports shipped from Nova Scotia in 1958, a loss 
of approximately 100,000 tons to other fuels 
can be expected. 

That is for this market, that is for dieselizat- 
ion. 

Nova Scotia marketed 2.3 million tons of 
coal in Quebec in 1958, on which subvention payments 
averaged almost $2.65 per ton. In contrast, in 1939, 
Nova Scotia had a market in Quebec for 3.1 million 
tons. Yet in fiscal 1939, the total subventions 
paid on Nova Scotia coal averaged only 93 cents per 
ton and applied on 1.3 million tons. Thus, despite 


ever increasing subvention payments, the market for 


Nova Scotia coal in Quebec is declining. 


Again I refer you back to Table 3. 

In discussing Nova Scotia coal markets, it 
would appear appropriate at this point to indicate 
that the Province of Quebec consumed 1.7 million tons 


of U.S. coal in 1939 and practically the same 
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amount in 1958. Of this amount, 500,000 tons is 
anthracite and 200,000 tons coking coal, 

I make that statement to show that anthracite, 
which is primarily used for domestic uses, and the 
coking coal - one igs hardly competitive with gas 
any more; it has already had its difficulty with gas, 
Neither one of those two coals are available in 
Canada. 

Under competitive conditions presently 
existing and appearing to exist in the foreseeable 
future, we might well expect to lose at least 
500,000 tons of U.S. steam coal in the Quebec market 
to oil and gas. It will not be lost to Nova Scotia 
coal without substantially greater Subvention 
payments. It is also generally known there are many 
instances where the burning equipment is not suitable 
to the use of Nova Scotia coals. 

For example, there are still certain types 
of stokers in operation in Quebec which were designed 
for U.S. coals, and it would take a complete change 
of that burning equipment to utilize Nova Scotia coals. 
Technically, it can be done, but it is a matter of 
economics that the coal consumer decides for himself. 

THE CHAIRMAN; I don't quite understand what 
you said about the coking coal, 200,000 tons. 

DR. POTTER: That is not competitive with 
Nova Scotia coals; that is the U.S. coals. 

THE CHAIRMAN: Why not? 


DR, POTTER: Well, the only coke consumer left 
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is the Montreal Coke and Coal Manufacturing Company, 
and its manufacture of gas has been practically 
eliminated, this is for domestic purposes, 

Natural gas has come into the Montreal market. What 
the coke company does today is make foundry coke, 
which is the highest grade produced, It has 
extremely low sulphur, (ans great strength. In the 
aggregate there are limited sources of Supplies for 
those particular coals, But Montreal Coke and 
Manufacturing has now eliminated all of the higher 
ash, high-sulphur coals and are making low ash and 
Sulphur coals. 

THE CHAIRMAN: And that is not obtainable in 
Nova Scotia? 

DR, POTTER: No, it is not, and it is not 
available in the United States. 

With respect to U.S. competition with Nova 
otra coals in Quebec, it might be pointed out that 
all-rail coal from Northern West Virginia can deliver 
in Montreal for $12.19 per ton, whereas the same coal 
moving via lake delivers alongside dock at $10.68 
per ton. 

| Table 6 shows the cost of U.S. coal in 


Montreal. 


10% setiqque to eeomupa betimtt e18 eed 9: | 
pms slod (eettneM ge8 .eheoo talvottaiaq eto ; 


noWeie oa Yo The bedentatle won ead gatiutosTuaeh 

bas dee wol gatisa ois brs sfsoo namie igs! dae \ 

-afsoo quiqiia 

| ah eidedtstdo tom at tad? Bad © :MAMATAHO ar 6! 7 
Wj! ¢attoo8 svon 
| som si gt baa .don at 3F (Ou :HATTOW . Ad i. 


-aeted2 bedtnU ent at adaltisvs 


syvok déitw dottiseqmos .&.0 of soequeT Aslw 
tae tuo hevatog of tdglm st ,veder® nat ef802 ettook 
dates aso etokeatV¥ teeW aredd10k sort [s00 [tex-{fs 
iaoe ense edt aseveds nos aeq Of. Ste sot [sexdooM at 

R8.0L@ ¢a Aseb ebiagaols atevifeb eisl siv snivom : 
nod ‘aq 
at [860 .8.0 I0 #00 off} ewore ® eldaT me 

- Lse1tnot 


ANGUS, STONEHOUSE & CO. LTD. 
TORONTO, ONTARIO 236 . 


Table 6 | 
Cost of U.S. Coal in Montreal 
(Per Net Ton) ray 
Delivered Alongside 
Cost Via Cost Via 
All-rail Lake Cargo 
Movement Movement 


Coal f.o.b. Mine 00 $4.80 
Rail freight from 


N.W.Va. 7.39 

Rail freight to Lake 

Ontario 3.56 

Vessel rate to 

Montreal om. 215 

St.Lawrence Toll 40 

Canadian Duty #90 ~ 50 

Harbour Dues bs the 088 
$12.69 $11.098 


Less currency 
equalization @5% 
on coal and 


freight to 
border 50 as Jae 
Delivered Cost $12.19 $10678 


The first column is a delivered cost via 
all-rail movement. Some coal goes by lake, either 
Lake Erie or Lake Ontario. The coal price that I have 
used of $4.80 is the current price being paid by 
major public utilities, that is electric generating 
Stations in the United States on a coal which is 
more similar to Nova Scotia. This coal actually 
comes from West Virginia. From BTU and Sulphur 
standpoint, it is the nearest thing to Nova Scotia 
coals that we have in great volume. The various 
utilities, of course, file prices for the various 
fuels that they pay. It shows a delivered cost 


via rail of $12.19 and via lake of $10.678. 
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The charge there is inserted to put-everything 
in Canadian dollars. 

It will be noted from Table 6, that with Nova 
Scotia coal costing are ae ton at the mine, 
it is obvious that the transportation charges on this 
coal must not exceed $1.47 per ton to enable it to 
compete with U.S. coal moving by the all-rail routes, 
Actually, the transportation charges on Nova Scotia 
coal, moving by water to Montreal, amount to $s 16e 
per ton alongside dock. However, due to the fact 
that most of the U.S. coal moving to Montreal 
utilizes the lake route, the delivered cost alongside 
dock, as shown in Table 6, is $10.68 per ton, or 
4 cents per ton less than the cost of production of 
Nova Scotia coal. Thus, it is impossible for Nova 
Scotia coals to compete with U.S. coals without 
governmental assistance. 


Table 7 is a comparison of costs of competing 


fuels in Montreal: 


1/ Dominion Coal Board, Annual Report, 1958-1959, 
page 15. 
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Table 7 
2 


Comparison of Cost of Fuels/ 


In Montreal,Que. 
ee ee CS, 


(Per Ton of coal equivalent) 


Nor.West Nova Resid- Natur- 
Va. Scotia ual al 
Coal Coal Coal Gas 


Price £.0.b. ; 
Mine $4.80 $10.72 $2.10 35¢ 
per bbl.. per Mcfi, 


Rail freight 3.56 1.55 2 _ 
Vessel Rate pag a 1.52 at 4.2 bbls at 
per ton 24,900 
cu.ft. 
per ton 
Tolls 40 - 
Duty ~50 
Harbour Dues . 088 .088 
Less CurrencyEq. 42 
eae 
Total $10.68 $13.88 $8.82 $8.72 


v7 Mines to Sidney $1.10, dumping and trimming $.45 
vessel rate to Montreal $1.52, harbor dues $.088 - 
Total $3.158 


a Costs shown for coal are for alongside dock 
delivery, Cost for residual oil is f.o.b. refinery. 
Cost for gas is as delivered to consumer, 
Transportation, handling and/or delivery charges must 
be added to the coal and oil cost shown, depending 
on the location of the consumer. 


Table 7 shows West Virginia coal alongside 
docks contrasted with Nova Scotia coal alongside 
docks, without any subventions, and also with the 
Current price of residual oil and also compared to 
the price of natural gas being quoted to large 
consumers in the Montreal area. It will be seen that 
why we take that position is not to get kicked out of 
the major portion of the Quebec market while Nova 
Scotia coal attempts to compete; our problem is with 


oil and gas. 
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In Table 7, a price of $10.72 per ton, f.0.b. 
mine is used for Nova Scotia coal which is actually the 
production cost. Prices used for oil and gas are 
current offerings, 

From the information shown in Table Terie 
appears that Nova Scotia's problem in Quebec is oil 
and gas competition, ee U.S. coal. This is so 
because, despite the fact that Nova Scotia coal is 
granted a subvention to enable it to compete with 
U.S. coal, the consumption of Nova Scotia coal is 
declining in this area. Therefore, if it is concluded 
that the major production of coal in Nova Scotia 
is to be maintained, consideration must be given to 
the granting of subventions to enable it to compete 
with oil and gas, not just with U.S. coal. 

In other words, it can't go anyplace in 
attempting to be subsidized against U.S. coal only. 

It is doubtful if the Nova Scotia coal industry 
can maintain markets for 4.2 million tons of coal 
without the aid of subventions against oil and gas. 

We try to show that there is a little bit of 
U.S. coal business that can be taken away in that 


area, but there is intense competition between oil 


and gas and that is going to drive our coal out and 


in turn drive Nova Scotia coal out, and if they are 
going to stay in business at all, they have to 
compete with those prices in those markets. 

Ontario Markets 


The Province of Ontario requires, annually, 
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about four million tons of U.S. coal for 


carbonization into coke and much of this coal comes 


from mines owned by Canadian Steel Companies. It 


enters Canada practically duty free, and it is now,sir, 


Further, no Canadian Source of energy is currently 


competitive with this coal, 


Table 8 shows the consumption of U.S. coals 


in Ontario for 1958, by use, as well as the expected 


minimum consumption by 1961, 


TABLE 8 


Consumption of U.S. coals in Ontario, 1958-1961 
Thousands of tons) 


1958 1961 

Coal for carbonization 4,000 4,000 
Retail anthracite 974 500 
Retail bituminous Nay aah Ly O0 
Industrial Anthracite 94 100 
Industrial Bituminous 5 581 35750 _ 
Total 12,366 9,450 


Source: 1958 distribution, from 
Dominion Bureau of Statistics. 

We do not think there will be an increase for 
carbonization of coal, This despite the fact of 
expanding steel industry. The reason why is that there 
is a great deal of efficiency in the manufacture of 
Steel from coal; that is, pounds of coke used in the 
making of steel have gone from 1700 pounds a few years 
ago down to, in certain plants, as low as 200 pounds 
of coke, The Steel industry is taking advantage 


of better technology and their expansion for a greater 
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output of steel is just about balancing the increased 
efficiency in the manufacture of iron. So we don't 
feel there will be any increase in the use of coal 

. for carbonization. We think we will probably lose 
600,000 tons more to oil and gas, and we think we 
Will lose a great deal of industrial bituminous, 
particularly to gas, in Ontario. 

Table 8 indicates that the expected minimum 
consumption of U.S. coals in Ontario, exclusive 
of coal for coking, will total 5.5 million tons. 

To reach this minimum market it is expected that 
anthracite for retail, which embraces mostly home 
heating, will continue to decline in the 
metropolitan areas. However, in the suburban areas 
anthracite will continue to be used for a number 

of years, 

The indicated decline in the use of bituminous 
coal in the retail market will be brought about by 
competition from oil and gas. In the Toronto area, 
the expected decline in retail use of bituminous 
coal will jnot be very great because a substantial 
amount is consumed in small off-track industrial 
plants and in large buildings, such as apartments and 
hotels. 

The greatest decline in the use of U.S. 
butiminous coal in Ontario will take place in 
industrial markets. This will come about primarily 
by reason of oil and gas competition, and to a lesser 


extent by competition from hydro. 
Table 9 * compares the cost of competing fuels 
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Table 9 


Comparison of Cost of Fuels in Toronto 1/ 


(Per ton of coal equivalent) 


‘Nor. West Va. Nova Scotia Residual 


Coal Coal Oil 

feaee f.0.b. 

Mine $ 4.80 . $10.72 $3.01 per 50¢ p 

bbl. Mef 
Rail freight 3.56 1355 - - 
Vessel rate 05 4.27 2/ at 4.2 bbls a 
per ton 24,900 leu. 

Duty- 250 ft.per |ton 
Harbor dues .06 .06 . 


Less currency Eq. .42 - 


Total $ 9.35 $16.60 $12.64 $B.45 

1/ Costs shown for coal are for alongside dock delivery. 
Cost for residual oil is f.o.b. refinery. Cost for 
gas is as delivered to consumer. Transportation, 
handling and/or delivery charges must be added to the 
coal and oil cost shown, depending on the location of 
the consumer. . 

2/ Made up as follows: Vessel rate Sidney to Montreal, 
$1.52; Estimated minimum transfer cost, $.60; Vessel 
rate to Montreal to Toronto, $1.75; Seaway To11, 6.50% 
Tocal, $4737". 


I can say that U.S. coal has a decided 


advantage over all other fuels in the Toronto area. 
The price of $9.35 is about 2 cents per million, not 
quite, greater than the price of hydro indicated 
yesterday in the testimony. I can see why hydro 

are considering coal as their Siete source of energy 
in Ontario in the Pabiuee 

From the information shown on Table 9, it 
would appear that oil and gas are not competitive with 
U.S. coal. However, these fuels will displace coal, 
especially in small plants where labor cost for coal 
use makes it more expensive than using oil or gas. 


This has already happened in numerous instances in 
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in the United States, In an area, such as Sarnia, 
Ontario, where oil refineries are located, residual 
oil can and, no doubt Will, displace substantial 
quantities of coal because the price of the residual 
will be made low enough to take the coal business, 
as there are no other markets for the residual oil. 
If the selling tactics of the gas pipeline 
companies are continued in Ontario, the losses 
indicated for coal in the industrial markets will 
certainly take place. These tactics include the 
selling of gas at prices lower than the cost of coal 
plus amortization where the equipment is converted to 
enable gas to be used, Regardless of the price shown 
for gas in Table 9, it is Still possible for the 
pipeline companies to continue this practice. The 
U.S. gas industry originally indulged in a similar 
practice, although this is now being restrained by 


the Federal Power Commission, 


Canadian Coal Market in General 
Pista bastante) ser bite ee anol dpa i Shc Ma oe 


Appendix C is a statement consisting of 4 pages 
and sets forth the distribution of energy by use 
Classification in Canada for the years 1947 through 
1958. On page 1 will be noted the decline in 
domestic use of coal from 13 million tons to 6 million 
tons occurred between 1947 and 1958, over half of 
which decline has been in Ontario-Quebec. These 


tonnage figures are arrived at by use of 27 million 
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1 BTU's per ton as a conversion factor. 
2 This decline in the use of domestic coal will 
3 no doubt continue as oil and @as displace coal, 
4 Stoker coal use has declined, but the rate of 
5 conversion will slow down chiefly because not much 
6 of this business is left. 
7 In the past, coal consumption for industrial 
8 purposes has remained fairly constant in the face 
? of increasing energy requirements. Increased demand 
- for those products has gone to oil and gas, as is 
a shown in Appendix Cc, 
i Coal has stayed just about constant in this 
x particular market. All the increased energy 
4 requirements have gone to oil and gas. 
‘ Primary electric demand for industrial 
: purposes has increased. This has come about by 
id reason of: (1) increase in the general economy, 
. — and (2) conversions --- where formerly electrical 
. energy was generated in numerous small plants, it 
20 

is now purchased. 
4 For transportation use, coal has declined from 
22 

14 million tons in the year 1947 to 2.4 million tons 
r in 1958. It will no doubt continue to decline as diesel 
a completely replace the steam locomotive. This 
4 development is not unlike that which has occurred in 
4 the United States. 
q Coal for carbonization into coke remains fairly 
4 constant, except for periods of high or low industrial 


activity with its consequent greater or lesser demand 
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for steel. 


Summarizing, it is believed that the minimum 
coal market in Canada by 1961 will be divided 


substantially as follows: 


Table 10 


Predicted Minimum Coal Market in Canada - 1961 
(Millions of Tons) 


10 U<~LS. (for carbonizing) 4.0 - Ontario 
* U.S. (Other) 5.5 - Ontario 
U.S. (for carbonizing) 2 - Quebec 
Y U.S. (other) 9 - Quebec 
13 Total U.S. 10.6 - the lowest it has ever 
been, 
14 
15 Maritime Production 4.9 
Alberta-British Columbia Pak 
16 Saskatchewan =;© 
Total Canadian 9.6 
17 
Grand Total 20.2 


Again, it is believed the figures in Table 10 
represent the minimum coal requirements for Canada, 
and that this level is expected to be reached by 1961, 

By means of conversion factors, the 20.2 
million tons of coal for Canada by 1961 have been 
Converted into thousands of British thermal units per 
capita by multiplying 20.2 jillion by 26 million 
BTU to give effect to the lignite in the total 
figure. The resultant BTU's were then divided by 


the estimated population for 1961 which thereby 
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established the adjusted trend line for coal on 
Chart I. 

That is to tell how we arrived at that 
decreased use of oil. 

It is believed that the per capita consumption 
for coal will remain stabilized at about this level. 
Therefore, the only probable increase in coal use 
between 1961 and 1975 should come from the dual 
effects of increased energy demand and increasing 


population. 


Projected Gas Consumption 


Referring again to Chart I, it will be noted 
that the projection for gas is based on the minimum 
findings of the Royal Commission on Energy with 
respect to Canadian gas markets. 

With completion of the Trans-Canada Pipeline, 
gas consumption in Canada increased rapidly in a short 
period of time. Accordingly, a statistical growth 
rate based on past performance would not be reliable; 
hence, the decision to use the projections made by 
the Royal Commission on Energy. Even so, it will be 
noted from the chart that the statistical 
projections are not too far off the Royal Commission 
estimates and would mean little change in the over-all 
conclusions. 

All we are saying is that you can't project 
gas uses on what has happened in the last few years 


because of Trans-Canada. There is no second Trans- 
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Canada in the offing to give that great boost. 

By plotting the Royal Commission figures for 
1958 and their projections for the years 1963, 1968, 
1973, and 1983, we were able to interpolate the 
expected gas consumption for the years 1961, 1965, 
1970, and 1975 in terms of billions of cubic feet, 
The resulting figures were converted to British 
Thermal units and finally to per capita consumption 


in BTU's, which, in turn, determined the adjusted line 


on Chart I for gs. 


Projected Hydro Consumption 


As to the pre fection for hydro electricity, 
it will be noted that the trend is altered slightly 
downward from the mathematical growth trend because, 
while there is a large potential of undeveloped 
water power in Canada, most of it is in Quebec and in 
the Western Mountain section of the country. 
Consequently, when considering a per capita basis, 
it must be realized that these reserves are not in 
the Province of Ontario, where the greatest 
population is concentrated and where the largest 
absolute increase will probably take place. In fact, 
the Ontario Hydro Commission is presently building 
thermal plants, The statistical difference between 


the two estimates is relatively unimportant. 
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, Projected Oil Consumption 

. By far, the greatest growth in energy 

, _ consumption by source has occurred in oil. This was 

‘ &lso true in the U.S., ana Just as in the U.S., the 

‘ growth rate of oil consumption in Canada must 

‘ decline. The reason for this statement is found 

i in Chart I. It will be noted that the growth 

: rate of o11, if continued, would eventually exceed 

i total energy requirements. This, of course, is 

x impossible, because we know that there are certain 

% markets that will be Supplied by coal, gas and 

: hydro. Accordingly, given minimum markets for these 
three sources of energy as we have indicated, the 

{ growth rate of o11 must decline in order to have 

hi our individual sources of energy remain within the 

7 bounds of total projected energy consumption, 

" It will be seen from Chart I that the growth rate 

19 of oil has been modified accordingly. 

20 | Let me warn anyone reading these charts that 

1 we are talking about Canadian consumption, we are 

2 not talking about exports. This is really consumption 

23 in Canada and has nothing to do with exports. 

24 Although the projected per capita consumption 

25 of the oil, gas, and hydro components making up 

26 the total energy requirements may not develop 

7 exactly along the lines indicated on Chart I, the 

28 fact that there will always remain a certain minimum 


29 requirement for coal means that the other three 


30 principal energy sources must fit into the total 
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249 
energy pattern. Thus, the extent to which gas and 
hydro increase will accordingly alter the growth 
rate of oil. Chart I also indicates adjusted 
projection for oil, gas, and hydro combined, coal 
having been given a base growth rate, 

Table II shows, in terms of coal equivalent 
tons, the Sea ntwatton of total energy in Canada 
for the year 1947 and 1958, as well as projections 
for 1961, 1965, 1970 and 1975, and-that is, Mr. 
Chairman, what we consider to be the present and 
the future energy market for coal as a source of 
energy, which was one of your terms of reference, 
It is a technical discussion, it will take some time, 
but we think it is fairly reliable for your use, 

Also, the percent each component bears to 
the total. 


Table If 


Canadian Energy - Tons Coal Equivalent 


(Millions of Tons of Coal Equivalent) 


Year Coal O41] Gas Hydro Total 

1947 4o 4 Sik. 44 5.3 70.5 
1958 23.2 5702 ©1061 10.9 101.4 
1961 199061 S#72.0°° 1591 Ls T1633 
1965 21.5 "80.9 20.2 LS 7 136.3 
1970 23.7 *93.6 25.7 16.4 159.4 


1975 20,5 FLLOLO 29.5 19.5 1c5, 3 
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Percent of Total 


Year Coal Oil as Hydro Total 
1947 60.2 30.3 2.0 7.5 100.0 
1958 22.9 56.4 10.0 10.7 100.0 
1961 16.4 60.8 12.8 10.0 100.0 
1965 15.8 59.3 14.8 10.1 100.0 
1970 14.9 58.7 6 sod. 10.3 100.0 
1975 14.2 59.4 15.9 10.5 100.0 


*Adjusted to arrive at,total balance. 


source: Appendix B, 


Thus, Table II represents what can be considered 
"the present and future market for coal as a source 


of energy.” 


Balance of Energy Sources 


Canada and the U.S. 


Recognizing the fact that the Royal Commission 
on Coal is specifically charged with certain 
enquiries and recommendations with respect to coal, 
nevertheless it is believed appropriate in the over- 
all picture to discuss the exchange of energy 
Sources between the two countries, particularly 
because coal as a source of energy is thereby directly 
affected. 

Table 12 shows, for 1957 and 1958, the energy 
balance, by sources, between Canada and the U.S. 
in terms of coal equivalent tons. The dollar value 
of these energy exchanges is also known. 


It will be noted that the amount of money paid 
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“out by the Canadian Government as subventions has 
been included with the other duties paid by the U.S. 
in exporting energy fuels to Canada. This has been 
done because the subventions have the same effect 
on the U.S. coal industry as a protective trade 
tariff, 

Table 12 shows that in 1957 the total dollar 
trade barrier against U.S. imports amounted to 71 
cents per ton of coal equivalent, whereas in 1958 
it had increased to $1.01 per ton. In contrast, 

U.S. duties on Canadian energy sources imported 
by the U.S. amounted to 37 cents per ton of coal 
equivalent in 1957 and only 27 cents per ton 
in 1958, Thus in one year the net trade barrier 
against the U.S. increased by 40 cents per ton, 
for which increased subventions were primarily 
responsible. | 

Table 12 shows that on the basis of volume 
and more particularly on the basis of dollar duty 
balance, Canada is rapidly reaching a point 
where it may become a net exporter of energy. The 
effect of ever-increasing subvention payments and 
other restrictions against U.S. coals only, naturally 
raises the question as to whether or not a fixed trade 
policy actually exists between our two countries, so 
far as energy sources are concerned. One is inclined 
to the belief that continued extensions and increases 
in the amount of subventions to displace U.S. coals 


might well prompt the U.S. coal industry to seek the 
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1 
the protection of its government in whatever form 

2 “appears most effective, including the imposition 
3 of substantial duties on the importation of other 
4 

forms. of energy, such as natural gas and electricity, 
. into the United States. 
6 
5 Table 12 


8 UN ITED STATES-CANADIAN TRADE VOLUME AND DUTIES BALANCE 


9 ON ENERGY SOURCES, 1957 and 1958 
es tf and 1958 
10 1957 1958 
11 Coal Equiva- Total Coal Equiva- Total 
lent Tons Duties lent Tons Dutie 
12 (Thous., ) (Dollars) (Thous) (Dollar 
mu. e, to 
13 Canada, 
Residual Oil 1,420 $ 823,600 1,052 8 610,16 
14 Crude Oil 1, 624 4 255 és 
Electrical 
15 Energy 367 . 114 - 
Natural Gas 1,050 798,000 1,173 ‘ 891,48 
16|| Coal 18,445 6,455,750 12,235 4, 282,25 
Canadian 
7/ Subventions —__ 8,320,143 _ ss: 9, 186, 02 
18 Total 23,106 16,397,493 14,829 14 ,969,91 
19/ Average trade barrier rate per ton 71¢ 


Canada to U.S. 


20| Residual Oil 185 40,700 87 19,140 
Crude Oil 11,912 5 598,640 6,779 3,166,136 
21 Electric 
Energy 2,222 = 1,823 - 
22/ Natural Gas 483 ~ 2,819 - 
Coal 367 ' a Sun... Pe a 
23 Total 15,169 = $5,639,340 11,815 $3,205,270 
24/ Average trade barrier rate per ton 37¢ 
25 Source: Primary petroleum and gas data,.coal data, 
electric energy data,and subvention data from U.S. 
26 Tariff Commission, Bureau of Mines, Federal Power 
Commission, Dominion Coal Board, "Trade of Canada. 
27 Dominion Bureau of Statistics-Internatinnal 


Trade Division, External Trade Section,respectively. 
Basic U.S. tariff and/or import tax rates from U.S 
Tariff Commission; Canadian duty rates from 
Canadian tariff schedules. 
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*Based on a net duty of 35¢ per ton instead of 50¢ 
by reason of the 99% drawback on U.S. Coal for coke 
making and other duty exempted coal. 

Now, that is not a threat; it is only what 
any United States national would tend to do or 
any Canadian would tend to do. Actually nothing 
like that takes place; I don't see any reason for 
it. 

Further, completely aside from the reaction 
of the U.S. coal industry to Canadian subventions 
which may or may not unduly concern this Commission, 
one cannot believe the subvention system against 
U.S. coals as well as the 50-cent per ton tariff 
to be a permanent solution to the Canadian coal 
problem, as will be pointed out in this brief. 

Reference: 

(b) "the steps that can reasonably be 

taken to reduce the cost of production 
of coal in the various coal producing 


areas of Canada and the costs of its 
distribution to Canadian markets," 


There have been many studies concerning the 
Canadian coal industry, particularly with respect 
to the Maritime Provinces. Numerous suggestions 
have been made as to the manner in which production 
per man-day could be increased and cost of production 
reduced. The Canadian Government has loaned millions 
of dollars to the industry toward this goal and 
the producing companies have invested millions of 
their own dollars in attempting to make their product 


more competitive. Despite these expenditures, the end 
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results have not been satisfactory when measured in 


2 
terms of cost of energy. 
3 
Table 13 shows production per man per day in 
4 
the bituminous coal industry in the Maritimes, Alberta 
5 
and British Columbia, 
6 
Table 13 
7 a 
Production Per Man, Per Da 
8 in Canadian Bituminous Coal Mines 
Net Tons 
9 
10 Nova New British 
Year Scotia Brunswick Alberta Columbia 
11 ee Se ena eee i aE aa 
1948 2.198 2,421 4331 4.087 
12 1949 2.178 2.318 4545 3.704 
1950 2,235 2.286 4.503 257.10 
13 1951 2,104 2.877 4,331 3.935 
1952 2.006 3.043 4395 3.983 
) §=6.1953 2.090 2.973 4.715 44s 
1954 2.220 3.158 4.370 4,612 
IS} 1955 2.321 3.450 4 ghs 4854 
1956 2.409 3.679 5.107 4,846 
16/1957 2.604 h 320 4726 4.180 
u 1958 2.662 3.904 4.860 4.193 
i 1948-1958 421.2%  /61.3% 412.2% £2.6% 
a Sources: Dominion Bureau of Statistics, 
20 
21 
22 It will be noted that production per 
23 man-day in the Nova Scotia Mines, increased only 
24 21% between 1948 and 1958. Although there was an 
25 increase in productivity in the Nova Scotia mines, 
6 the cost of production actually increased. 
27 
28 Table 14 shows production per man-day in 


29 | the U.S. Bituminous industry: 
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Table 14 


Average Production Per Man, Per Day 
in the U.S. Bituminous Coal Industry 1948-1958 
SE SNUB UDY 2940-1950 | 


Net Tons 

Year Per Man-Day 
1948 6.26 
1949 6.43 
1950 Cult 
1951 7.04 
1952 7.47 
1953 8.17 
1954 9.47 
1955 9.84 
1956 10.28 
1957 10.59 
1958 18 
1948-1958 481% 


Source: U.S. Bureau of Mines. 


It will be noted that between 1948 and 1958 
productign per man-day increased 81% 

Table 15 is a comparison of average value 
per ton of bituminous coal in the United States with 


that of Nova Scotia. 


Table 15 


Average Value Per Ton- Bituminous Coal 


Nova Scotia and U.S. 1948-1958 


Year Nova Scotia wee? 

1948 Sif $ 4.99 
1949 P76 4,88 
1950 7.56 484 
1951 7.79 4.92 
1952 8.67 4.90 
1953 8.98 4.92 
1954 8.89 4,52 
1955 8.79 4.50 
1956 8,82 4.82 
1957 9.30 5.08 
1958 9.55 4.86 


Source: Dominion Bureau of Statistics 
U.S. Bureau of Mines. 
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The table on page 33 shows the average 
value per ton of bituminous coal in Nova Scotia 
and in the U.S, In other words, our cost of coal 
average is down a bit from 1948, whereas Nova Scotia 
is up quite substantially. 

The only reason I am saying that sir is to 
show the probability of a decreased cost of Production 
in Nova Scotia just doesn't exist. Wages are lower 
than any place else, If anything, it is going to 
be raised rather than lowered. 

All I am trying to say therefore there is I 
Just don't see how Nova Scotia can reduce its cost 
of production in view of the continued inflation 
which is occurring throughout the world. It occurs 
in Canada, in the United States. It isn't.going to 
stop. It is going to continue to grow that way. 

The next page merely shows the difference of a 

dollar per ton increase in the miner's wages, and 
production costs in Nova Scotia and the Unitea States, 
It means 8.8 cents in the United States and 37.6 cents 
in Nova Scotia. 

It will be noted from Table 15 that whereas 
the average value of U.S. coal has decreased during 
the past decade as a result of an increase of 81% 
in productivity per man-day, in Nova Scotia, on the 
other hand, the average value has increased even 
though productivity rose by 21%. 


One of the reasons why cost of production in 
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Nova Scotia has not declined is that wage increases ag 
well as increases in costs of maintenance, repairs, and 
Supplies have more than offset the effects of 
increased productivity per man. In the United States 
there have also been Substantial increases in these 
items of cost which, however, have been more than ~ 
matched by greater productivity. Due to this 
unprecedented rate of output in the United States, 
the price of U.S. coal has remained almost constant, 
which has of course inured to the benefit of 
Canadian as well as American consumers but has caused 
Nova Scotia coal to become much less competitive. 

Even though miners' wages have increased in 
Nova Scotia, that increase was not as great as wages 
generally in other industries in Canada, 

Table 16 is a comparison of average weekly wages 
in Canada by industries for the year 1949 and 


for the first eight months of 1959: 
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Table 16 
, AVERAGE WEEKLY EARNINGS, BITUMINOUS COAL AND OTHER _ 
; SELECTED CANADIAN INDUSTRIES, 1949 vs. 1959 
4 Increase 
(i) in Percent 
5 1949 1959 Dollars Increase 
6 COAL MINING 
Nova Scotia $45.96, $68.56 $22.60 49.2 
7 Canada 48.92 68.41 19.49 39.8 
8 PRIMARY IRON & 
STEEL 
9 Nova Scotia Blwl@)) 90782 ». 30.76 Ae 
10 Canada ° 53.43 98,40 4AM OT B42 
uu CONSTRUCT ION 
Nova Scotia 30.34 52,82 22.48 aed 
12 Canada e1.26r t76 AG 35.19 85.2 
13 TRANSPORTATION 
; Nova Scotia BL? @'65.9e 24.15 Bia 
14 Canada 48.39 78.93 30.54 63.1 
15 OTHER INDUSTRIES 
(Canada) 
16 
17 Oil and Natural 
Gas 56.00 105.94 49,94 89.2 
18 Paper Products 51.81 87.84 36.03 69.5 
Fabricated 
19 Structural Steel 534 87: 86.35 34.48 66.5 
Products of 
20 Petroleum & Coal 55.77 114 Jo4ve 55028 99.1 
Electric Light 
21||  & Power 48.43 89.24 40.81 84.3 
Chemical Products 47.61 78.93 32432 65.8 
22 
Source: Dominion Bureau of Statistics. 
23 
24 (1) Eight months 1959. 
25 
26 
27 
28 
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It will be noted from Table 16 that in 1949 
the average weekly earnings in the Nova Scotia coal 
industry closely approximated the earnings in other 
industries. In 1959, they are not even close, 
Thus, it is believed that wages in the Nova Scotia 
coal industry will of necessity have to increase, 
resulting in a higher cost of production. It is 
Significant to note in this Boaneweacn: the 
Statement made in the Urwick,Currie Limited 
Report on the Nova Scotia Coal Industry, dated 
June, 1956, prepared for the Royal Commission on 
Canada's Economic Prospects, at pages 17 and 18: 


n 


... The miners have not had an increase in 
pay for the past four years and although 

we understand that agreement has been reached 

that no increase will apply for another year, 

-- -inereasés willnevertheless have to be given. 
during the period to 1960. We have estimated 
that every one dollar a day granted will 
increase the price of coal at a five million 
ton output level in 1960 by 50¢ a ton." 

In spite of attempts to hold down miners! 
wages in an endeavour to make Nova Scotia coals more 
competitive, the fact remains that costs have 
increased and the possibility of continuing to- keep 

_ Wages down in the face of the general trend in the 
economy of Canada, would seem impossible. For 
each dollar per day increase in miners wages in Nova 
Scotia, the increased labor cost per ton, based on 
the 1958 average production per man-day would 


amount to 37.6 cents. In the U.S. Bituminous coal 


industry, the labor cost per ton for each dollar per 
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1 day wage increase, averages 8.8 cents, based on 
2 productivity per man-day in 1958. Here again, is 
3 emphasized the difficulty encountered by Nova Scotia 
$ in attempting to make its coal industry competitive 
5 with that of the U.S., let alone the matter of gas 
6/ = and 11. 
7 Chart II, following this page, shows, 
8 graphically, this comparative impact on cost per ton, 
9 of mine wage increases in Nova Scotia and in the U.S. 
av If Nova Scotia is to hold its present 
Ws competitive relationship with U.S. coal, it will be 
“4 necessary to increase subventions 37.6 cents per ton 
‘4 for each dollar per day wage increase, 
a Frankly, even over an extended period of time 
> there is no known way in which the cost of production 
- in the Nova Scotia mines can be reduced, It is 
4 believed that the authorities who have made studies 
% of the Nova Scotia coal problem heretofore, would 
4 agree with this conclusion. Indeed, the 
3 opportunities to reduce production costs are non- 
‘7 existent, unless there could be a reduction in wages, 
4 Supplies and capital charges. 
F Nova Scotia coal producers have mining and 
i engineering personnel who are recognized throughout 
7 the entire coal industry of the world as excellent, 
4 but this talent cannot overcome practically impossible 
27 

physical mining conditons to increase productivity 
1 to a profitable level in the foreseeable future. 
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is meant in competition with oil and gas. 

Similar problems were faced in certain areas 
of the’ U.S. and the end result was the forced closing 
of mines of this type. 

With respect to the mines located in the 
mountain secions of Alberta and British Columbia, 
because of seam conditions the cost of production 
is believed to be about as low as possible and no 
appreciable decrease in production cost is expected, 
Indeed, because of wages, the cost probably will 
increase. 

Although it may not be of any particular 
consolation to the Canadian coal industry, it is not 
expected that the cost of production in the U.S 
coal mines will materially decrease in the 
foreseeable future. About reached the end of the line 
insofar as substantial increase in productivity is con- 
cerned. 

With respect to the cost of distribution, 
considering in this instance only transportation, 
there would appear to be very few opportunities to 
reduce these costs. The constant growth of the 
general a in Canada with its attendant wage 
increases would make it apparent that there will be 
little likelihood of any substantial reductions in 
transportation rates by rail or by water. 

There have been five permanent general 
increases in Canadian rail freight rates on coal 


Since April 8, 1948, the most recent being effective 
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December 1, 1958. 

As to water transportation, the vessel rate 
from Sidney, Nova Scotia, to Montreal in 1958 of 
$1.52 per ton was the lowest in years and, in fact, 
it is understood that the rate this year will be 
at least $2.00 per ton. Distance considered, a 
rate of $2.00 per ton is quite low, amounting to 
only 1.8 mills per ton-mile, 

Conceivably, the total transportation cost 
from Nova Scetia to destinations west of Montreal may 
become less than the cost today, if suitable self- 
unloading vessels are made available, thus eliminating 
the necessity to transfer coal from one type vessel 
to another type at Montreal before proceeding west, 
Generally speaking, however, self-unloader vessel 
rates are higher than bulk vessel rates and when 
distance is taken into consideration the possibility 
of a substantial reduction in the present 
transportation charges to destinations west of 
Montreal does not appear likely. 

Further, bearing in mind that the cost of 
U.S. coal alongside dock in Toronto is less than the cos 
of production in Nova Scotia, the transportation 
costs of Nova Scotia coal, no matter what the.amount 
would make it non-competitive with U.S. coal, 

Paine subventions were granted to cover the entire 
transportation charges (see Table 9). In Table 7, 
the cost of U.S. coal alongside dock in Montreal is 


shown as $10.68 per ton and the cost of Nova Scotia 
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coal f.o.b. mine is $10.72 per ton. Therefore, 
even in Montreal for Nova Scotia coal to be competitive 
with U.S. coal, the entire transportation cost, whateve 
the amount, would have to be absorbed by the 
government in the form of subventions to enable 
it to compete with U.S. coal. It must be borne 
in mind that any decrease in the cost of transporting 
coal west on the St. Lawrence River due to the 
new Seaway development will, of course, apply 
also to the movement of U.S. coal east through the 
St. Lawrence. 

Therefore, it would appear much sounder 
economically for Canada to recognize that the 
maximum markets for Nova Scotia coal are those 
within the area (Montreal and east) and that these 
markets can best be preserved by applying subventions 
to competition from all other sources of energy as well 
as from U.S. coal. 

I have to point out that merely giving 
Subsidies to Nova Scotia to allow it to compete with 


United States coal is not at all the answer to the 


_ problem with Nava Scotia, because you are simply 


subsidizing against their highest cost of energy 
source, 
THE CHAIRMAN; That is assuming that your own 
coal will not reduce to competition with oil and gas? 
DR. POTTER: That is right. We think oil 
and gas is going to take most of our coal business 


in Quebec except for the limited purpose market we 
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have there. 

So far as distribution costs of coal in the 
western provinces are concerned, there is little 
' chance of any substantial reductions because those 
mines are, in effect, tied to the rails. There are 
no water-ways available and distances are too 
great to utilize coal pipeline transportation. 

Reference: 

(c) "the steps that the Canadian coal 
producing industry can take to secure 
as large a market as possible for 
Canadian coal and to place and maintain 
their industry on an economic basis;" 

There is no question about the problem 
confronting the Nova Scotia coal industry. It is 
real and it is serious. Of course, if it were 
readily susceptible to aolution there would have 
been no need for this investigation. The Nova Scotia 
issue involves a social problem of an uneconomic 
industry as it is now constituted. 

Obviously, if local consumption of coal can be 
increased by attracting industries to locate in that 
province, the situation would be greatly alleviated. 
It is understood that studies have been, and are 
presently being made, as to the manner in which this 
might be accomplished. 

Generally speaking, when the U.S. coal industry 
loses some of its markets, this usually results in 
the closing down of the higher cost mines, such as 


would happen in any other industry under similar 
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circumstances. Accordingly, it then becomes 
- 2 necessary to find employment for the men made idle, 


by attempting to attract new industry to locate in the 


4 area where mine closings take place. 
. » It may be of interest that in the State of 

6 Pennsylvania, for example, aid is given in securing 

7 new industry, with the State Department of Commerce, 

8 that corresponds with the Provincial Department 

9 of Commerce, furnishing 30 percent of the required 

“i capital, where banking institutions furnish 50 percent 

os and local effort, in the form of individuals 

e and other industries in the area, furnish the balance. 

a The banks take a first mortgage, the state a second 

a mortgage, and local effort, in effect, a third mortgage. 

4 This plan has worked out very satisfactorily in those 

a instances where industry itself has not been Willing 

d to put up the initial capital to build or secure 

" syitable facilities. 

4 As stated heretofore, there is little likelihood 

r that the cost of producing coal in Nova Scotia 

r can be materially reduced over the next several years. 

When it is realized that the cost of the subvention 

a program to date has amounted to almost 120 million 
deajene\;” of which almost 86 millions went to help 

7 Nova Scotia coal, it seems apparent that this is not 

4 the permanent cure for Nova Scotia's coal ills, nor 

4 for any of Canada's coal production troubles. 

| Honourable L.B.Pearson, of the House of 


| Commons, confirms this conclusion: 
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"I suggest, Mr. Speaker, that encouragement 
should be given by the government to the 
carrying on of that kind of activity and to 
stepping it up to meet the present critical 
marketing situation. I know the house will 
welcome the increased subventions which the 
Prime Minister has mentioned, but that is not 
the answer to the difficulties of this 
industry. As a matter of fact, Mr. Speaker, 
the subventions-- welcome as they are and 
-perhaps essential as they are at the present 
time-- are only stop-gap emergency measures 
and are not the long term measures that are 
required. Since subventions went into effect 
in 1928 the dominion treasury has paid out 
$773 million for that purpose, yet the coal 
industry in Nova Scotia is in the position 
in which we find it today. " (2) 

(1) Dominion Coal Board Report 1958-1959 


(2) Source: House of Commons Debate, Official 
Reports, Tuesday, March 17, 1959. 


The granting of high subvention payments to 
permit Nova Scotia coal to move into Central Ontario 
would appear to be a losing proposition and would, 
of necessity, continually increase with increased 
costs of labor, material, transportation and 
capital charges. On the other hand, it is believed 
that a greater market potential exists in the 
displacement of residual oil in the areas Montreal 
and east. This might be accomplished by giving 
consideration te the granting of subvéntions against 
residwa@k oil, the end result of which tight be 
a reduction in the amount of such oil produced in 
the refineries located in Montreal and east. 

I might point out that it is just as foreign 
oil as is United States coal; both of them 


originate outside Canada. 
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1 
These refineries presently import relatively 
- lower grade crudes from Venezuela and the Near East, 
. resulting in a substantial quantity of residual oil 
‘i being. produced and marketed in competition with coal, 
: This situation is not unlike that which existed in 
‘ the U.S. some years ago, when it was the practice 
; of some of the U.S. refineries to utilize lower 
: grade. crudes and price the gasoline heating oils 
a and other higher grade products at high levels 
a resulting in the disposal of the residual oil at 
3 prices below the cost of the crude plus the 
ig refining cost. Subsequently, other U.S. refining 
r companies were able to exert enough pressure through 
4 reducing the price of gasoline and other higher 
r grade products so that it no longer became profitable 
4 to have a substantial quantity of residual oil to 
dispose of at a price below the cost of crude. Asa 
4 result, U.S. refineries either restricted their 
by crude oil input to higher grades or installed 
q catalytic cracking in order to reduce the residual 
9 yield. Whereas, a few years ago the residual yield 
’ of U.S. refineries amounted to 20%, today this is about 
1 12%. In fact, some U.S. refineries produce no residual 
95 oil. The result is the making of more and more 
26 "mobile" products, such as ggsoline and diesel oil, 
available to the consumer. Further, there were 
27 
08 | instances where the delivered price of U.S. coal 
29 forced U.S. refineries to reduce their residual 


yields. 
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The reduction in yield of residual oils by 
U.S. refineries was followed by increasing imports 
of foreign residual Oils, especially along the 
eastern seaboard of the U.S. However, when the 
volume of such imports reached the point where they wer 
causing undue hardship, not only to the U.S. coal 
industry but also to the independent petroleum 
producers in the U.S., governmental restrictions 
were placed on the quantity of foreign crude and 
residual oils permitted to be imported into the U.S. 
These restrictions are presently in effect, 

It is believed that the application of 
pub ventlédt against residual oil would have the effect, 
in a relatively short period of time, of reducing 
the amount of residual yield and would, in time, 
result in more markets for Nova Scotia coal. This 
would, of course, result in a greater quantity of 
"Mobile" products from these refineries and would 
require a lesser amount of foreign crude to be 
imported. With an ever increasing population growth 
the demand for higher grade oil products in Canada 
Will increase as a natural consequence. 

Therefore, the Maritime coal producers should 
be authorized to secure additional local markets 
for Maritime coals by the granting of subventions 
against all competing fuels. 

Eventually, however, it is believed the 
subventions must be withdrawn and home markets 


established for a certain volume of Nova Scotia coals, 
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1 the volume of production to be determined by normal 
2 market expansion, 

3 If Nova Scotia production is not to go below 
4 4.2 million tons per year, it can only be done with 
5 continued government assistance, and as pointed out 
6 heretofore, the cost of this continued assistance 

7 must increase. 

8 In the second report of the Royal Commission 
2 on Energy, the statement is made that, 

ap "Low cost energy has been and will remain 

rm a vital factor in the Canadian economy." (1) 
12 Source; Royal Commission on Energy, 

Second Report, page 6-34,July 1959. 
= With this in mind, and believing it to be 
the concern of this Commission as ‘well, it is 
ail Suggested that one method whereby the Canadian 
# consumer could reap the benefit of low cost energy 
sd would be to have the Canadian Government eliminate 
a the present import duty applying on U.S. coal for 
? domestic and steam use. 

‘s I fa ge to point out that coal currently 
cal moving into a is subject to duty of 50 cents 
? per ton. Its only competition is oil and gas now 
‘a produced in Canada, It will have no effect, no bad 
a effect to keep those other two energy sources in line, 
P and to deliver to Ontario a lower fuel cost in the 
26 
aggregate. 


In other words, only the Ontario consumer 
really is affected by the 50 cent duty currently 


imposed by the Canadian Government because its original 
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purpose was to aid the Nova Scotia coal Lndustry 
and I have pointed out that the 50 cents insofar as 
it is applied in the Province of Ontario means 
absolutely nothing insofar as Nova Scotia is 
concerned. It is merely a revenue making source, 

Reference: 

(e) "such other related matters as the 
Commission considers appropriate in 
reporting on those specified above," 

Reference has previously been made to the 

Canadian coal dock operator, In general, when faced 
with competition from Nova Scotia coals marketed 
with government assistance, he has had no competitive 
Canadian coals to offer to make up the costly lost 
volume, Fair play by the Canadian Government 
requires that some consideration be given to a change 
in the present procedure of marketing to the end that 
the coal dock operator is not penalized as he is 
today. 

By that I mean if a dock operator in Montreal 

has enjoyed a business, a coal business, overa 

period of time suddenly it is decided that Nova 

Scotia can have that coal business, it is taken away 
from him as an individual completely by the government 
and given to somebody else thereby increasing his cost 
of doing business, or possibly it could put him out 

of business. We think the Canadian dock operators 

are entitled to just a little bit better preference 
than that. 


That is all I have to present, We have tried 
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to follow your terms of reference to the best of 
our ability. Thank you. 

MR. GUNN: No questions. 

THE CHAIRMAN: That is a very detailed 
statement, Doctor Potter, and no doubt you have 
touched on many aspects of the question which we 
will consider. What would you-say about ewe 
duties on imported fuel oil or putting it on 
imported petroleum which becomes fuel oil or 
something in the nature of a consumption tax? 

DR. POTTER: Administratively that is 
extremely difficult to administer. It means 
continual checking refinery yields, refinery 
runs, types of crude and so forth, to see that 
everything runs according to regulations. 

It is much easier sir from the point of view of 
administration to work it with the Nova Scotia coal 
producers in the form of subventions rather than 
taxes on the other side. I am merely speaking from 
an administration point of view. 

THE CHAIRMAN: That is exactly what I would 
like to have your opinion on. Does that have any 
tendency on the price on other grades of oil, the 
higher levels of o0i1? 

DR. POTTER: No, it will not. As a matter 
of fact sir, ultimately it will have a tendency to 
decrease the price of gasoline because you are 
getting the greater yield on your higher grade 


products through refineries. That will come about 
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years later. It won't be immediately. 

THE CHAIRMAN: That. is to say it would 
compel them to cut deeper into their “cutting of 
the oil, into the cracking or extraction? 

DR, POTTER: That is right. 

THE CHAIRMAN; Any other methods than you have 
mentioned .been adopted or applied in the United 
States in connection with maintaining a proper level 
of coal production? 

DR. POTTER; Yes sir, Our railroads have 
Just in the past year Substantially reduced coal 
freight rates to Tidewater destinations where we 
have heavy oil competition, with oil from ey 
and this has been done by taking the amount of 
coal which is subject to this oil competition and 
applying a 50 cent lower freight rate on that coal 
than on any other coal moved. 

In other words, there is total discrimination 
at the point of delivery as to rail rates with the 
consumer. Let us say a steel manufacturer located 
in Baltimore - and there is such a case - pays 
50 cents a ton higher for the same coal than does 
the Public Utility located in that area who is 
subject to oil competition. They have the same 
coal going over the same rail route. 

THE CHAIRMAN: It is justified by the 
existence of the other competition? 

DR. POTTER: That is correct sir, ‘and we 


have our railroads do that sir. 
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THE CHAIRMAN; What about the social effect 
' of the closing down of the mines in the United States? 

DR. POTTER: It is very difficult and it 
is horrible in some instances where -- and I am 
Speaking now with respect to places I know in the 
United States -- in certain inland areas, such as 
East Kentucky where there are no other raw materials, 
no other industries and = long transportation charges 
on bringing raw materials in, those coal areas 
have just about gone out of business, 

There is actual suffering. There is 
actual want and there is actual hunger in those 
particular areas. In other areas, such as we will 
Say, Pennsylvania - Pennsylvania is a richer state 
and it has been able to take care of its 
displaced people, displaced miners much better. In 
other words, it has gone out to try to do something 
about it, so we go from something that is pretty 
good to something that I am ashamed of. 

That is where we have displaced miners and 
we haven't taken care of those men in any way shape 
or description. They get six months' unemployment 
compensation, roughly $30.00 a week, and then they 
are finished. 

THE CHAZRMAN: My information is that during 
the past well twenty-five years your total production 
has ranged between 600, at the peak something over 


700 million tons to 1958, I think was 410 million 
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and that during that period the number of men 
employed has decreased from approximately 400,000 
I think, to under 200,000. I suppose that has taken 
place genera}ly throughout the coal produ ing regions? 

DR, POTTER: No sir, that has taken place 
primarily in Pennsylvania and in Eastern Kentucky. 
The states of Illinois, Indiana and West Kentucky 
have had practically -- they have almost the same 
number of men that they had a few years ago. They 
aire the first mechanized mines in the United 
States. Their labor displacement was absorbed very 
quickly. With Virginia, up until about two years 
ago, has been an expanding coal production area and 
only Kentucky, East Kentucky and Pennsylvania 
have been the states that substantially declined 
SO our greatest displacement of men have been in 
those two particular areas. West. Virginia has 
actually lost man-power recently so the great bulk 
of these miners actually came from those two 
States and that is why I use those two last examples. 
The displacement in other areas is of no great 
matter or concern to the communities or to the 
government because they were minor industries in 
those areas at the start. 

THE CHAIRMAN: Any questions? 

(No reply) 


Thank you Doctor Potter for a most illuminating 


discussion. 
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Appendix B 


Consumption of Energy in Canada 
Billions of B.t.u. 


Year Coal Oil Gas Hydro Total 
19h7 1,144,707 577 921 38, 664 143, 463 1,904,755 
1948 1205) 507 647 5170 48,718 143,936 2,092,391 
1ghg 1,047,316 668, 638 53,788 154,519 1,924, 261 
1950 1,167,243 783,676 65,818 168 , 659 2,185,396 
1951 1,163,291 932,881 84, 054 188, 902 2,369,128 
1952 1,085, 366 1,011,450 LOLS213 202,738 2,400, 767 
1953 1,004, 324 1,123,894 126,182 210,939 2,465,339 
954 850, 305 1,195,860 146,755 223,816 2,416,736 
955 872,779 1,372, oh 169, 538 2h1 , 738 2,656,099 
956 957,192 ly 561, 656 192,972 260,986 2,972,806 
957 842, 626 1,550,520 222 , 293 266, 639 2,888 , 086 
958 627,721 1,543,116 272,768 294,053 2,131,050 
Per Capita Consumption - Thousands of Bete. 
947 88,819 4h Bho 3,000 ia Real 147,792 
948 95,205 49,151 3,700 10,931 158,987 
49 T7 , 884 49,723 4, 000 11,491 143, 098 
350 85,125 57,152 4,800 12, 300 159,377 
om 83, 038 66,591 6,000 13,484 169,113 
52 75,065 69,952 13000 14,021 166, 038 
153 67, 654 75,708 8,500 14,209 166,071 
154 55,623 78,227 9,600 14, 642 158, 091 
155 55,598 87,402 10,800 srs ee) 169,199 
156 59,523 97,112 12,000 16,229 184,864 
ST 50,794 93,828 13,400 16,073 174, 095 
158 36,821 90,516 16,000 17, 248 160,585 
Adjusted Per Capita Consumption - Thousands of B.t.u. 
SL 29,700 109,800 23, 000 18, 000 180, 500 
135 29,700 112, 000 28 , 000 19, 000 188 , 700 
L70 29,700 117, 000 32,100 20, 500 199, 300 
"5 29,700 124,300 33,300 22,000 209, 300 


ree: Dominion Bureau of Statisties 
Canadian Department Mines and Technical Surveys 
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MR. ELLIS: I would like to call upon Mr, 
W.A.Vanderburgh who wishes to make a statement, as 
a shareholder of Dominion Coal Company. This 


statement will become Exhibit number 16 in the record. 


---EXHIBIT No. 16; Statement of Mr. W.A.Vanderburgh 


MR, VANDERBURGH: I would like to particularly 
thank the Commission for giving me this opportunity. 
I don't know what I can offer technically. After 
hearing our American friend, I shall feel very 
insignificant. I am not a representative of any 
company. I am simply, I suppose, what you would 
call a private capitalist, 

THE CHAIRMAN: You are very welcome here. 

MR. VANDERBURGH: Well I have an axe to grind. 
I happen to be a shareholder of Dominion Steel and 
Coal. I also happen to be a beneficiary of an 
estate which has half a million dollars in gas 
stocks. I mean I only bring this out to mention that 
I am not here grinding simply an axe at one end. ZL 
have received a large benefit - at least my father 
did by very astute investments in the gas industry, 
not in any position, but simply as a very thrifty, 
hardworking individual who invested his money in 
International Utilities, and particularly in another 
as company in Ontario. International Utilities, 
by the way, is an American company. 


My father had a great deal of foresight. 
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He followed these companies during a large part of his 
life, and I certainly reaped the benefit from what he 
has done, 

Now as I said, I feel very insignificant after 
hearing my American friend here give the details on 
the problems and on the situation. I have a very 
peculiar name. My name is Vanderburgh and it might 
be peculiar in that up until very recently - I 
would like to bring this up. I think it has a 
relationship - that the Americans seem to consider 
themselves as "us", more than the Canadians. 

We seem to consider ourselves as "we" or "I", We 
don't seem to stick together. We don't seem to have 
continuity and national feeling and I might bring 

this up: My family has been five generations in 
Canada and my father died without knowing that his 
family was sure, of the United Empire Loyalists 

stock - it is something not taken for granted. 

We were here. We worked, we had to live. In doing 
Some research, I found we were five generations in 

the United States previous to coming to Canada. 

THE CHAIRMAN: You are well qualified. 

MR, VANDERBURGH: A long way back. I am 
not getting off the point, I am just trying to say we 
were of Dutch descent and actually I grew up in Canada 
almost being a foreigner because my name sounded 
foreign. My family background, I have done some 
looking into it now, and I find that we have lived 


already at least ten generations in North America. 
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and I refer to it because my feeling is that in 
Canada we don't.stick together. We are not Canada, 
we are just looking after ourselves. Ontario looks 
after itself. The West looks after itself. The 
Maritimes looks after itself. 

I also found out that my people went to the 
Maritimes as Loyalists and I found down there a 
real loyalty. They went to.a great deal of trouble 
to give me information of my family which I didn't 
have. 

THE CHAIRMAN: Undoubtedly the finest spot 
in the Dominion. 

MR. VANDERBURGH: I don't know about that 
but I know I wrote down there and they said why sure 
your people eame down here. We will look through 
the history books, We will look through the 
records office. I have tried to get that 
information in Ontario and couldn't get any help 
at all even in Queens Park. I couldn't find 
anybody that was interested, Now I am just bringing 
that up to bring across the fact that as a personal 
feeling, Canada doesn't seem to stick together. 

THE CHAIRMAN: Lets have some suggestions how 
it can stick together. 

MR. VANDERBURGH: I know you have a problem. 
I think we have a problem in the Maritimes, in 
Alberta. I think if a little help can be given 
to help these people - I don't wish to discriminate 


against Americans. I think Americans are wonderful 
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looking after Americans, Now I don't know what 
can be done, as I said, 
THE CHAIRMAN: You were a shareholder of 
the Company? 
MR. VANDERBURGH: Yes, I am a shareholder, 
THE CHAIRMAN: You hold what kind of Stock? 
MR, VANDERBURGH: I hold the preferred stock, 
THE CHAIRMAN: And what has been the result 
over the last few years? 
MR. VANDERBURGH: Would you like me to 


read this, because I have wandered a little bit. 
STATEMENT BY MR, VANDERBURGH 
ee VAN VER BURGH 


I am a shareholder of Dominion Coal Company- 
Preferred and like any fone who invests money or labour 
I would like a return, since it seems difficult for 
this company to earn sufficient profits to pay me I 
would like to know why. I believe that, basically, 
is the reason for this hearing. 

The effort of the company seems to have been 
Sincere, the amount of capital spent on new equipment 
Substantial and the government help considerable. 

The preferred shareholders have for a number 
of years foregone any dividends whatsoever and the 
ability of the investor to liquidate his investments 
is done so only at a considerable loss in equity. 

This is certainly not a pipeline investment 


and any government aid has not reached the shareholders 
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whatsoever. 

The money or help extended has aided the 
people of the Maritimes principally in keeping them 
employed and making them useful citizens able to 
Spend money and pay their obligations which include 
ates 

My forebears first settled in the Maritimes 
as Loyalists, but later moved to Ontario, But the 
prosperity of Canada must be National not regional 
and the Reeth we of this part of the country 
deserves help and consideration. 

I would like to make it clear that I do not 
represent..the company, although I have been in 
contact with the company and told them I was going 
to appear here, and have not been Sponsored by anyone. 

A large user of the coal in the East I believe, 
is Dominion Steel and Coal Company, which is the only 
Steel Company in Canada using all Canadian labour and 
material. If all the steel company's in Canada were 
using Canadian coal I believe gentlemen, that there 
would be no coal surplus in ths country and this I 
believe is the solution. If a deficiency payment 
plan is used which will allow coal to reach 
Hamiiton as cheaply as Sydney the flood of American 
coal will be slowed with benefit to Canadian Labour 
and with a saving of American dollars. The same 
program will allow Western coal to reach the Soo 
with the same result there and when the Pacific coast 


is ready for a basic steel industry the coal will 
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be available immediately. 

I think that the Steel Company in Hamilton 
has a wonderful operation but it is there largely 
because they have had protection. They had help. 
They wouldn't be there if they didn't have that 
tariff at one time. I don't mean now. They 
would exist all right today. 

THE CHAIRMAN: What is your position? When 
did you last receive dividends or are they in arrears 
at all? 

MR. VANDERBURGH: Well as to the shares of 
Preferred stock, I think they are in arrears almost 
$10.00. 

THE CHAIRMAN: Well over what period of time? 

MR. VANDERBURGH: About seven years. 

THE CHAIRMAN: Seven years? 

MR. VANDERBURGH: Over seven years. 

THE CHAIRMAN: What is the rate of interest? 

MR. VANDERBURGH: Five percent. 

THE CHAIRMAN: And have you received any at 
all for seven years? 

MR. VANDERBURGH: None at all. 

THE CHAIRMAN: It is quite obvious that you 
expect to get a return. 

MR, VANDERBURGH: Previously returns were paid. 

THE CHAIRMAN: How long have you been a 
shareholder? 

MR. VANDERBURGH: Eight, seven or eight years, 


I have had some. I followed it an awful long time. 
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1 I have had Dominion Steel and Coal, My father has. 
: When I say "I did", either my father or I had stock. 
3 THE CHAIRMAN: Do you mean to Say that you 
4 have owned these preferred shares only for seven or 
5 eight years? 
$ MR. VANDERBURGH: Yes. I am not too old. 
7 Up until a few years ago I didn't have any money which 
F to invest. 
4 THE CHAIRMAN: I just would like to know: 
dad You bought them seven or eight years ago? 
“3 MR. VANDERBURGH: Yes. 
. THE CHAIRMAN; And you have not received 
4 any returns on them yet? 
4 MR, VANDERBURGH: No. 
4 THE CHAIRMAN: So you have received nothing? 
: MR, VANDERBURGH; Nothing, and lost a little 
17 
capital. 
18 
The profits of both steel companys in 
4 Hamilton are at an all time high yet both these 
4 plants use chiefly American raw materials. 
1 The completion of gas from Alberta is 
7 temporarily hurting the coal industry and this was made 
7 possible by government aid. Surely it is not 
q unreasonable to allow coal the same privilege. I 
r believe that the tariff protection and location of 
a plants aid very substantially the steel plants in 
q Ontario. Surely a deficiency payment on transporting 
] coal is a small price in comparison with the sacrifices 


that has been made in the Maritimes, and gentlemen 
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remember it will not mean the loss of foreign currency 


1 

‘ but is an internal problem which will help keep 

3 Canada prosperous, 

‘ I also believe that any help should benefit 

5 only the users of coal in Canada and that exported 

P coal should pay the pit head price plus transportation 
7 out of the Country. I mention this because I believe 
8 the president of one steel company has voiced a 

9 compiaint against aid on this basis, 

10 I believe also gentlemen that if a little 

11 more aid and support had been given to the Textile 

12 and Mining industries many more job opportunities 


13 would exist to-day in Canada. 


14 We cannot have immigrants or mgre people 
15 in Canada until the job opportunities exist, 

16 I bring out the Textile industry because I 
17 come from a town which suffered very materially. 


18 I didn't have any money invested or didn't lose 


19 personally because of the Textile industry, but 


20 there have been seven mills closed down in Hamilton. 
ot THE CHAIRMAN: I am afraid our troubles 

22 are great enough with coal. 

23 MR. VANDERBURGH: I just brought that out. 
24 In reflecting I would like to remind all 

25 the manufacturing and industrial concerns that 


26 have developed since the War that it was Mining, 
27 Coal, Gold ete., and the Textile Industry which 
28 supplied the footing and foundation for Canada's 


29| War Effort and Industrial Post War Growth. 
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1 How-shabbily they--have—been treated-since. 

2 Youre-sincerely, W.oA.Vanderburgh. 
és] 

7 THE CHAIRMAN: Well I think the important 

5 


thing. is that you are a shareholder, you received no 


6 dividend. 


7 MR. VANDERBURGH: That is correct, 

8 THE CHAIRMAN: You have a preferred share, 

*| | ‘That is rather significant of the condition of the 

10 finances of the company. So that is quite relevant. 

a MR, VANDERBURGH: I would also think that 

pe any aid that Gas been given - I don't think it has 

- gotten back to the people who have invested their 

rf money. I don't think it is anybody's fault, 

id particularly. 

a THE CHAIRMAN: I suppose that would mean that 

‘i the Ontario Government would pay your dividends? 

r MR. VANDERBURGH: Yes. I don't think any 

i aid has gone to the investor. I think that it is 

¥ a little bigger issue than just coal; I think it 
i“ is an appreciation, and certainly the Maritimes have 

4 Supplied a great deal, I could sell my investment 

Pe and take a loss, but I think if, eventually, Canada 

r is to become a great deal more populated country, 

P we have to solve these things. Money seems to be 

r drawn back to the Southern part of Canada. 

i THE CHAIRMAN: Thank you, Mr. Vanderburgh. 

*) MR, VANDERBURGH: Thank you very much. 

29 | . 
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Drake of Algoma Steel Corporation Limited would like 
to make a further submission to the Commission. 

MR. DRAKE: I just want to say a few words 
on some of the discussions on the Algoma brief 
presented yesterday. 

One question that had to do with the Suggested 
advantage we enjoy is with relation to the tariff 
treatment on essential coal imports. I do not feel 
we should assess this position as being one of 
advantage. It is a position of many years! 
standing and has long since been considered normal 
for the proper growth and development of the Canadian 
basic steel industry. 

Due to Algoma's geographical location, we 
are, in effect, at a disadvantage in respect to the 
cost of coal with many steel producers in the U.S.A. 
It can be stated that Algoma's position with 
respect to the cost of coal is an important factor 
in the cost of producing iron and steel. 

I would further like to remark briefly on 
some information I gave you relative to the thickness 
of seams where we are producing coal. I stated 
with reference to coal produced, the high volume 
coal produced, that the seams vary from 30 inches to 
42 inches, which is substantially correct. Z 
might add that we are deferring for the most part 
the development of the thinner seam coal in 
anticipation of the development of more efficient 


machinery for its mining. At the same time, we 
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in our Pocahantas mine work seams of a thickness from 


42 inches to 60 inches, 


I would also like to say in raspect to our 
rather unique position with regards to coal procurement 


that it all arrives by water transportation and, 


as a result, at the end of a shipping season we have 


to have in stock a sufficient quantity of coal to 
carry us over the succeeding six- month period, 
That entails some problems which are not present in 
other plants to the same degree; and we have to have 
coals which withstand storage for that length of 
time. I merely mention that further point with 
regard to our problem. 

THE CHAIRMAN: Anyone care to make any 
statements, any remark’? 

If not, we have dealt with all the submissions 
we have received and all those who intimated their 
intention to be here, 


The hearing is adjourned sine die. 
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1 MR. ELLIS s Mr. Commissioner, may I call 

2 upon the Honourable Hugh John Fleming, Premier of New 

3 Brunswick, who will present a brief on behalf of the 

4| Government of New Brunswick, This brief will be 

5 recorded as Exhibit number L7 in the records of the 

6| Commission, 

7 HONOURABLE MR. FLEMING: Mr. Commissioner 
8| and officials of the Commission, and gentlemen, I would 
9| like to first extend 2 Special welcome to you, Mr, 

10] sustice Rand, in returning to your native province in 
11 an official capacity. It is a great pleasure to 

12 all your fellow citizens to welcome you in any capacity, 


and we especially welcome you in an official capacity 


14 this morning. I would like to do so both in a 
15 personal way and on behalf of the people of New Brunswick 
16 Before submitting the brief of the Government, 
17 I would like to make mention and to deplore the un- 
18 fortunate and tragic death of a gentleman. it is 
19 recorded in this mornings newspapen and it took place 
20 in the Minto coal field this morning, where a man was 
a1 tragically killed, leaving a widow and four children, 
22 I am sure everyone here would like me to make this 
23 expression of regret and to also express regrets and 
a Sympathy to his unfortunate wife and family. It seems 
ws to be one of those things that sometimes mar an 
26 Occasion of this sort, that we should start with a 
4 tragic example of the dangers inherent in the coal 
28 
mining industry. 
29 
30) 
=?) ~--EXHIBIT NO, 1: Submission of the Government of th 


Province of New Brunswick, 
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SUBMISSION OF 


; THE GOVERNMENT OF NEW BRUNSWICK 

3 APPEARANCE; 

| 4 Hon. Hugh John Fleming 

| Premier of New Brunswick. 

: ° HON, HUGH JOHN FLEMING: I must first, sir, 

| 6 officially welcome you to your native province on 

| t behalf of the Government and people of New Brunswick. 
: Doubtless you have met these gentlemen, Professor Smith 
2 on my right and Mr. Tooke on my left, and Mr. Weir on 
oe the immediate right of Professor Smith. 
- Over the years, as the proportionate 
ue contribution of the Maritime Provinces in terms of goods 
13 


and services to Canada has declined, our proportionate 


contribution in terms of the things of the mind and the 


15 

human spirit has increased, In this latter sphere 
16 

~- a8 a lawyer, a distinguished judge, and as a 
17 

philosopher of the law =~ you have made a great 
18 

contribution to Canadian life, You rank as one of 
19 

our illustrious sons. 
20 

We, in New Brunswick, were most pleased when 

21 


you were selected by the Government of Canada to conduct 
an enquiry into the problems of the Canadian coal 
mining industry. The coal industry of the 
Maritime Provinces facesa complex of problems, at the 
present time, and it is reassuring to know that these 
problems are being studied by one who grew to maturity in 
these provinces and has an intimate knowledge of our 
economic circumstances. 

In April, 1958, aware of the problems facing 


the provincial coal mining industry, the Government of 
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1 New Brunswick appointed a Royal Commission to assess 

2 these problems and to make recommendations as to how 

3] they might be solved, This Commission has now 

4 submitted its report and I am pleased to lay copies of 
5 it before you. My remarks, this morning, will, of 

6] course, draw heavily from the report of this New 

7 Brunswick Royal Commission, 

8 General: Coal has been mined in New 

9| Brunswick for more than three centuries, In the 

10] entry to his Diary of September 8, 1667, Samuel Pepys 
11 indicates a knowledge of the Grand Lake coal area when 
12/ he refers to: =~ "Nova Scotia, which hath a river 

13/ 300 miles up the country, with copper mines more than 
14/ Swedeland, and Newcastle coals, the only place in 

15] America that hath coals that we know of." ‘Thus the 

16| New Brunswick coal mining industry can claim to be the 
17 oldest in North America. 

18 Despite these early beginnings, the coal 

19 industry in New Brunswick was to be of little importance 
20! for another two centuries. By 1887, the industry 

21 had gained sufficient importance for production figures 
22 to be included in the yearly statistical reports of 

23 the federal government. In that year, output was 

24! 10,040 tons. By 1905, it had increased to 29,400 

~ tons and production continued to increase until the years 
26 immediately after World War I. 
a In 1922, after the short post-war recession 
) vas over, output totalled 287,513 tons, a figure which 
was not surpassed until more than a decade later in 


_ 30 1933. During the ¢arly thirties, to assist the 
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industry in the face of the Great Depression, the 
Provincial Government, through its agency the New 
Brunswick Electric Power Commission, decided to erect 
a thermal power plant at Newcastle Wharf on Grand Lake, 
Sine that time, the Power Commission has expanded its 
generating capacity at Grand Lake and it has become 
a major purchaser of New Brunswick coal, At the presen 
time, its installed capacity at this site is 48,500 k.w. 
In the early years of World War II, production 
increased and, in 1941, was 532,449 tons. After 
1941, output declined and in 1945 was only 349,461 tons. 
There were many reasons for this decline in production, 
The war brought about a movement of labour from the 
coal industry, particularly from shaft operations, 
to the armed forces and to industries engaged directly 
in war production. As a consequence, coal producers 
were forced to convert to strip mining on a considerable 
scale, in addition to the difficulty of obtaining 
labour, New Brunswick mine operators were adversely 
affected by wartime control measures. Coal prices 
were frozen but wages and other costs continued to 
rise. Operators also continued to face discriminatory 
freight rates and increased competition in local markets 
from Nova Scotia coal. As a result of this situation, 
the later years of the war saw the level of output of 
the industry little changed from the nineteen-thirties. 
Since the end of World War II, the New 
Brunswick coal mining industry has been marked by 
two predominant developments: -- output has risen 


Sharply and strip mining has become the predominant 
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method of extraction. In 1945, the total output of 
the field was 347,601 tons, In 1959, output attained 
the record level of 993,801 tons. By 1947, roughly 
half of output was produced by shaft mining and half 

by strip mining, In recent years, over eighty 

per sank of the total output resulted from Strip mining 
and less than twenty per cent from shaft mining. 

Strip mining entails the use of larger drag- 
lines and relatively small amounts of labour, and thus 
production per man-day is much higher than in shaft 
mining. In 1959, although 572 men were employed 
in stripping and 460 in shaft mining, the ratio of 
strip production to shaft production was 4.5 to 1. 
Output per man-day in stripping was 5.4 tons and 1.8 
in underground production. 

Coal Reserves: A detailed survey conducted 
by the staff of the provincial Department of Lands and 
Mines at the request of the Commission, computed 
recoverable coal reserves in the Minto area at 
approximately 42 million tons. This figure was 
compiled primarily from information obtained from the 
test-holes of coal companies, Assuming that coal 
deposits to a depth of eighty feet can be extracted 
economically by strip-mining, reserves can be divided int 
24.5 million tons which can be recovered by stripping, 
and 17.5 million tons which can be obtained by shaft 
mining. Possible additional reserves are estimated 


at 20 million tons. 


The Commission has recommended that an effort 


be made to keep the output of the field between 
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850,000 and 1,100,000 tons a year. Output below 

850,000 tons would create @ serious amount of unemployment, 

and appreciably above 1,100,000 tons would result 

in coal deposits being depleted at too rapid a rate. 
Production Problems and Mining Methods: At 

the present time, the Commission reports that the costs 

of shaft-mined coal in the Minto area are relatively 

high and the margin of profit is small. In general, 


they state that costs of Strip-mined coal are substant- 


ially lower. As it becomes necessary to utilize 
still larger draglines and to remove greater quantities 
of overburden to recover deeper coal, the costs of 
strip mining will also increase. 

- In the years immediately ahead, the Commission 
reports that New Brunswick coal will be meeting in- 
tensified competition from other fuels, primarily 
residual oil. Thus it is essential to increase 
productivity per man in shaft operations if important 
markets are to be retained. Representatives of 
Local 7409, the United Mine Workers of America, and 
Mr. Victor McMann, a coal producer, requested the 
Commission to examine the possibilities of mechanized 
shaft mining. 

At times in the past, mechanized underground 
mining had been tried in the Minto area but it has 
proved generally to be unsatisfactory. The seam is 
thin. -- averaging only 18 inches -- and the support 
of the roof after the seam has been cut has presented 
problems. In recent years, the room-and-pillar method 


of shaft-mining has been the only method of underground 
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mining in use in the Minto area, By this method, 
coal is extracted basically by handpick and explosives. 

In 1957, a New Brunswick delegation visited 
West Germany to examine methods of thin seam mining. 
Members of this delegation reported to the Commission 
that conditions in some mines in the Ruhr Valley were 
very Similar to those in the Minto area and they suggest- 
ed that a German mining engineer be brought to New 
Brunswick to advise on the possibilities of underground 
mechanization. 

The Commission obtained the services of a 
German coal mining engineer who had impressed the New 
Brunswick delegation with his knowledge of thin seam 
mining when they met him in Germany. This engineer 
Spent two months in Minto last summer and prepared for 
the Commission a comprehensive report on the 
possibilities of underground mechanization. He 
reported that four of the five shafts then operating 
in the Minto area could be mechanized so as to increase 
substantially output per man shift. 

This report is published in full as an 
Appendix to the report of the Royal Commission and is 
discussed in detail in Chapter III. In September, 
1959, Mr. W. P. Dryer, the thermal power consultant 
of the New Brunswick Electric Power Commission and an 
engineer with considerable experience in coal mining, 
studied the report for the Commission and visited 
thin-seam mining operations in the Ruhr Valley in West 
Germany. Mr. Dryer furnished the Commission with 


a most favourable report and this is also published 
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as an Appendix to the Commission's submission, 

The Commission states that they have given 
the matter of underground mechanization intensive study, 
have discussed it with a great variety of people with 
a knowledge of coal mining in the Minto area, and have 
formed the opinion that it has an excellent chance 
of opening new possibilities for the New Brunswick 
coal mining industry. AS a consequence, their 
principal recommendation to the provincial government 
was:- "That New Brunswick Government co-operate with 
the New Brunswick Coal Producers! Association, Local 
7409, of the United Mine Workers of America and the 
New Brunswick Electric Power Commission in conducting 
a trial mechanization operation." 

I am pleased to inform you, sir, that this 


recommendation has been accepted by the Government of 


New Brunswick and a trial mechanization programme is 
being carried out under the sponsorship of the newly- 
formed New Brunswick Development Corporation, A 
longwall face will be developed in one of the shaft 
mines and two basic types of coal cutting equipment 
will be given a thorough trial. We are most hopeful 
that mechanization of shaft mines will solve a whole 
series of problems:- that working conditions for our 
miners will be very greatly improved, that new markets 
will be opened for New Brunswick coal, and income and 
employment in the Minto area will be more stable than 
they have been in the past. 

Tf underground mechanization proves to be 


economically sound, we are hopeful that it will be 
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instituted, generally, in the Minto area, Thus 
some of our producers will doubtless be Seeking loans 
under the provisions of the Maritime Coal Production 
Assistance Act, This legislation has been most 
helpful in the past and it certainly fills a basic 
need of the Maritime coal industry. We eomnaaa 
to you the principle of federal financial aes teeetee 
to coal producers so that mining methods in these 
provinces may be kept efficient and up-to-date, 

Future Market Trends: Throughout 
practically the whole of the Western World, coal is 
meeting intensified competition from pt ie As is 
well known, this is due basically to two factors: « 
the discovery of new sources of crude oil and economies 
in the cost per barrel of moving oil by tankers, As 
a result, coal markets in areas adjacent to coastal 
waters are becoming increasingly vulnerable. In 
Great Britain, the National Coal Board is holding an 
enormous stockpile of coal and is cutting back 
production, In West Germany, the loss of coal 
markets to oil is bringing substantial reductions in 
employment in the coal industry. In Nova Scotia, the 
problem of markets becomes increasingly serious. 

In New Brunswick and the Maritimes generally, 
the competition of coal versus o11 will be sharpened by 
the coming into production of a new 40,000 barrel-a-day 
Oil refinery at Saint John. This, the Commission 
Suggests in its report, is the general background 
which must be taken into consideration in attempting 


to assess future trends in the demand for New Brunswick 
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: Historically, the New Brunswick coal mining 

3 industry developed to meet the needs of the provincial 
4! economy and 85 to 90 per cent of the total output 

5 has normally been sold within the Province's boundaries, 


6| The major consumers are the pulp and paper companies in 


. Northern New Brunswick and the New Brunswick Electric 


8| Power Commission. In recent years, substantial 

9 tonnages have been exported to one pulp mill in 

10 Maine and also to pulp mills in North Kkastern Quebec, 

ul Thus, a large proportion of New Brunswick coal is sold 
12 to a few larger purchasers and the loss of even one 

ee or two of these markets would have serious repercussions 
4 on the entire industry. Several, of these large 

- purchasers, located in areas where residual oil can 

16 


be brcught in by tanker, indicated to the New Brunswick 
Royal Commission that they could make substantial savings 
by converting from coal to oil. 

In its report, the Commission states that 
the next two years could well be a critical period for th 
coal industry. Coal will be meeting intensified 
competition from oil, and it is hoped, shaft mines 
will be converting to mechanization. After that 
time, the situation may well change for the better and 
the demand for coal strengthen. This should be 
the case if some of the high productivity figures 
stated in the report of the Commission's technical 
consultant are achieved. This whole subject is 
dealt with in detail in Chapter IV of the Royal 


Commission's Report and I am only attempting to sketch 


a 
a eae hd, 


. wa 


7 OT 
anlatn LBoo ox wnsigiett wel, ert stiteoks oteth » 


fetontvertg eft to ebfsen. fs gsom o¢ 


a 
Juqrug Lntod odd To seo Teg oe of 28. baa mt 


aorr abanod iieiteetl edd atdttw Loe need ylfemt 
at seieagmobd tteqag oa8 giuq sag ore. aramuanoo 710}, Am 
obrgesk® Hotwenurdt. wen eclt bes HoLwanuy® wet scredtaow 
ietinspeadee ,etsey tacoes. rl notes tmnod nae 

| ob. [ibe gfua eno of bediegxe meed ever umaninaal 
_sodenug arretesd désoti nt efltm qiug ot oefs bas onks M 
| biog et Leoo Molwenwi well to noléroqotq og7el «¢ nee 
| | or 
aco ners to eHol elt bab ateeenotug sentel wet 6 oF 
snokegsio tages svelia over bivow aces em seeds 10 owt 20 | 
eatel ssett to ~lerevec .yoteubad’ siitas, editete 

uso {Cro Leubiaet esetw esete af bedssool -ereaatorteg 
doLwaruet! welt att ot bedeotbal «welined yo at tdug oad 
santvee fettasvedus slam bluoo yards gedt noteatmmey Lsqon 
Ite of Lees mort anlsrevnos '% 

sent eetate aoboetamed ait ,tuoqet edi nt | wig 

ett ro't be tusg Leohtito s od Llow Bluod eTSsey ow? ¢xon 
peltiensiiat salteam ed {ftw Lsed ewrteuboatL 

conte sete ,Bedqord at ¢f baa ,Llo mort nolsiseq 


said vedTA ehescinedoem o¢ patiuevtios od LT 


hae 4edtted sdd sot epaado [lew yom notesudia ott 4 


Ce as 


| ed Biluorie ott sedignerte [sco 10% Doameb 
aetwalt ytiriterbow migtd eit ‘Tto.,smoe yi eas 


Leotadset a'noteaimmod edd To easily - 


et aoeldue siotw aint -Savelsios | 18 


= is 
y Revo salereiammmtreaucia i hw a 


ivcene, ee \® haa.tm on ot 


< 
ANGUS, STONEHOUSE & Co. LTD. 12 
TORONTO, ONTARIO 


in the broad outline. 

Special Interim Subvention: If the trial 
mechanization proves Successful, it is estimated 
that it would take approximately two years for 
mechanization to become general in the Minto area, 
During this transition period, if there is danger of 
coal markets being lost, the Commission recommends 
that the Federal Government should be asked to grant 
an interim subvention on shaft-mined coal. 

The New Brunswick Government seuiuces that 
this recommendation is sound and presents it to you 
for your consideration. Once markets are lost 
they usually are very difficult to regain and an interim 
Subvention could preserve markets while our industry 
is going through an important phase of adjustment, 
The terms of this subvention would have to depend on 
the particular situation that arose, But, I believe 
that the principle of a special subvention adequate 
to meet the needs of a temporary situation is worthy 
of your most careful study. 


Subvention Policy and the New Brunswick Coal 
Mining Industry: 


Until recently, federal subventions have been 


of only minor significance to the New Brunswick coal 
mining industry. Prior to 1957, the largest movement 
of New Brunswick coal occurred in the fiscal year 
1940-1941 when 59,353 tons of coal received a subvention 
of $42,634, In the post-war years from 1945 to 

1953, the largest annual shipment under subyention was 


3,153 tons. Shipments increased, however, in the 
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next four years and in 1957-1958 and 1958-1959 achieved 
record levels. In 1957-1958, 73,095 tons of New 
Brunswick coal received subventions of $120,665 ana, 
in 1958-1959, 100,532 tons received subventions of 
$161,768. Estimates for the fiscal year 1959-1960, 
indicate that in excess of 150,000 tons of New Brunswick 
coal will receive subventions of approximately $290,000. 
This will be the largest annual volume of New Brunswick 
coal ever moved under subventions. 

The increased sales to Central Canada, in 
recent years, are due primarily to two factors:- (1) 
aggressive selling by producers, (2) favourable subventio 
rates. The bulk of the increased sales have been 
in the areas in Quebec where subvention rates accurately 
reflect the difference in cost between New Brunswick 
coal and imported coal. 

I should now like to refer to this second 
factor. Since Federal coal subventions were 
first adopted in 1928, the basic aim has remained 
unchanged: to make Canadian coal competitive with 
American coal in markets in Central Canada, Up until 
1959, no attempt was made to establish a subvention 
rate which reflected the particular qualities of New 
Brunswick coal. Last year, however, when the 
regulations governing New Brunswick subventions were 
changed to bring them into closer conformity with the 
Nova Scotia regulations of 1958, this fact was recognized. 


New Brunswick coal moving to certain districts 


in North Eastern Quebec receives a subvention of 
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forty-five per cent of the freight rate, Nova Scotia 
coal moving to the same areas receives thirty-five per 
cent. The ten per cent differential reflects the 
generally lower quality of New Brunswick coal. It is 
certainly in keeping with the established principle of 
the subventions:- to make Canadian coal competitive 
with American coal in Central Canadian markets. 

As has been indicated, in the years 
immediately ahead, New Brunswick coal will be meeting 
intensified competition for markets within the 
province, Thus it is essential that the regulations 
governing shipments of New Brunswick coal to Central 
Canada be as favourable as possible. The principle 
established in 1959 as regards New Brunswick coal, must 
be recognized in all future changes in subvention 
regulations. 

The Need for Indutrial Diversification: The 
New Brunswick Royal Commission estimates that approx-= 
imately 6,000 people in New Brunswick are dependent 
on the coal industry for a livelihood, Most of these 
people reside in the Minto-Chipman area, where it is 
by far the most important employer of labour. Indeed, 
the Commission reports that this area is too dependent 
on one industry and that an attempt must be made to 
bring in new industries. They point out that a 
programme of federal fiscal incentives would be of 
great assistance to areas like Minto in the Maritime 
Provinces, where economic activity is, for all practical 
purposes, based on one industry. When a worker 


becomes unemployed, due to the lack of industrial 
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diversification, he has little chance of obtaining 
alternative employment. 

Speaking of the Maritime Coal industry, in 
general, by which I mean the Nova Scotia coal industry 
as well as our own: ~ I do not believe that one can 
profitably study bes padbens except in relation to 
the Maritime economy considered as a whole, New 
policies are needed to stimulate the rate of economic 
growth in these provinces so as to open up new industrial 
markets for coal and to provide alternative employment 
for workers who may be displaced by technological 
changes or by one of the periodic declines in the 
demand for coal. 

In both New Brunswick and Nowa Seotia, in 
recent years, new provincial government agencies have 
been created to assist in bringing new industries into 
these provinces, Progress has been made but what is 
needed is a new policy which will be especially 
attractive to businesses and which will accelerate 
substantial growth in a short space of time. In 
this regard, the Government of New Brunswick has ad- 
vocated the institution of special incentives by the 
federal government in regard to the taxation of corporate 
incomes. This has been done in Canada in the past 
and is being done in other countries at the present 
time, For example, during the years of adjustment 
after World War II, the Government of Canada used 
accelerated depreciation to promote industrial 
development which it considered to be desirable. 


In Great Britain, investment allowances, 
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which have enabled firms to write off up to 140 per 


- cent of the cost of certain types of capital assets, 


have been used to stimulate capital investment 
considered to be in the national interest. At 
the present session of the British parliament, 
the Local Employment Act has provided the British 
Government with a whole range of incentives by which 
new industries can be channelled into areas where 
economic growth is retarded and the level of unemployment 
is high. Practically every government in Europe 
has enacted similar legislation to deal with problems 
of local and regional unemployment. In the 
United States, the Area Redevelopment Bill has been 
before Congress for a number of years and has been 
hed up, not by matters of principle, but by matters of 
detail. Thus, special legislation to assist areas 
and regions in Canada where economic growth is retarded 
would be nothing novel, precedents can be found in 
most of the countries of the Western World. 
I hope, sir, you do not think that I have 
been digressing from the problems of the coal industry. 
I do not feel that I have. New policies to accelerate 
the general level of economic growth in the Atlantic 
Region I believe, are basic to any permanent settlement 
of the problems of the Maritime coal industry. 
Conclusion: In conelusion, Mr. Commissioner, 
I should like to point out that while coal mining is, 
perhaps, marginal to the economies of other parts of 
Canada, it is central to the economy of the Maritime 


Provinces. Indeed, looking back to 1867, it played 
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a large part in our entry to Confederation. In this 
regard, I should like to quote from the study: - 
"British North America at Confederation", prepared for 
the Rowell-Sirois Commission by Professor Donald G. 
Creighton of Toronto University: - 
"It was not upon protection, but upon 
geographical position, natural resources 
and widened markets that the manufacturing 
interests of the different provinces based 
their hopes. In the Maritimes these 
hopes were particularly high. What Tupper 
called the ‘geographical advantages! and 
"geological attributes' of Nova Scotia 
appeared to imply that in the new federation 
it would play a role comparable to that of 
Great Britain in world trade, or to that of 
the New England States in the American Union. 
'In fact,' said Tupper in the debates of 1867, 
'the possession of coal mines together with 
other natural advantage, must, in the course 
of time, make Nova Scotia the great emporium 
for manufactures in British America. ', It was 
in British industry that Nova seniiane usually 
discovered the presage of their own success; 
it was in the United States that New Brunswickens 
found a forecast of their future industrial 
development. The manufacturers and 
mechanics of Saint John believed that they 
would manufacture for the 'granary' of Canada 


just as New England manufactured for the 
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wheat-producing western states; and Tilley 
found in Pittsburgh a forecast of the indust- 
rial future of Saint John. ‘It is folly 

to say,' declared the Saint John Morning 
News, 'that Canada can ever compete with 


New Brunswick as a manufacturing country." 


It seems evident that the Fathers of 
Confederation envisaged a national economy in which the 
coal production of the Maritime Provinces would have 

a preferred status and be looked upon as the primary 
source of supply in the Canadian Confederation. 
Unfortunately, the Maritime coal mining industry has 
not played the role in economic development that the 
Fathers of Confederation hoped it would. But its 
problems are still of the greatest significance to this 
part of Canada. Indeed, I believe that a 
satisfactory solution to this problem will involve 
broad measures to encourage a much more rapid rate 

of economic growth for the Maritime economy as a whole. 
Economic growth and diversification will both provide 
the new markets which the industry so badly needs 

and also give it that flexibility which is essential 

if an industry is to be responsive to economic and 
technological change. : 

I submit, Mr. Commissioner, as Appendix to 
this statement, the report of the New Brunswick Royal 
Commission on coal. 

COMMISSIONER RAND: I would like to have 
your expression of opinion on one or two matters which 
occurred to me in relation to what you have said. 


It is quite true that diversification of industry and the 
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1 introduction of new industries would be of the utmost 
2 importance, but haveany new ideas been Suggested as 

3 to how that all could be brought about? 

4 HON. MR. FLEMING: The suggested ideas 

5] are in the brief. These are, of course, first 

6| taxation incentive and depreciation allowances. 

7 COMMISSIONER MANN: Was not depreciation 
8 introduced for the purpose of transferring war 

2 industry to civil economic activities? 

10 HON. MR. FLEMING: Of course it is 

11 difficult for me to express an opinion in that respect, 
12 but I am quite satisfied that something of a similar 
nature which apparently is in some parts of Great 

14 Britain at the present time, could have a very 

15 beneficial effect on the establishment of new industry 


in connection with the coal industry, because of 


id course the coal mining industry in certain localities 
“i is the only industry and there is no alternative. 
. COMMISSIONER RAND: it is a very serious 
= thing. Nova Scotia has a more aggravated condition. 
“ HON. MR. FLEMING: No doubt that is true 
a because their production is so much larger. 
- COMMISSION RAND: Yes. 
i HON, MR. FLEMING: Mr. Commissioner, 
¥ Professor Smith tells me he has a detailed study of 
7° that particular question of depreciation and taxation 
at, incentives which he would be pleased to make 
28| | 
available to you. 
a COMMISSIONER RAND: Thank you. I remembere 
30 
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1 dealing with the question of depreciation, but my 

2 understanding was that arose out of the transfer of 
3 industry to production of war material, in order to 
4 get back on the basis that the establishment for war 
5] material would not be available to civil production, 


but nothing near the same Scope of this depreciation 


7 was allowed. 


8 PROFESSOR SMITH: The point we are trying 
9 to make is that accelerated depreciation has been used 
10 in Canada in the past in periods of adjustments, and 
11 in other parts of the world, and we certainly do not 
2 believe this is the only way to do it. There are 
13 

many ways. 
ag COMMISSIONER MANN: What other ways are there 
» PROFESSOR SMITH: In Northern Ireland, their 
“g government is stimulating industry by giving a direct 
“i capital grant to any new industry moving into an 
- area, and this immediately cuts down their fixed 
19 

charges. 
is COMMISSIONER MANN: Isn't the thinking today 
a that every economic unit should become more or less 
2 
F self-sufficient in industrial production? 
e PROFESSOR SMITH: I do not think, self- 
24 

sufficient. 
25 9 

COMMISSIONER RAND: Pardon? 
a PROFESSOR SMITH: There is always the 
a advantage of specialists in international trade and 
28 
| inter-regional trade. 

7 COMMISSIONER RAND: My recollection is 
30 
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that it might come to a system in which every country 
would not only seem to achieve, but would actually 
reach the position where it would be satisfied in 

a large measure with its own industrial production. 
It might import some of the things it did not have, 
but isn't that the trend? 

PROFESSOR SMITH: I would not think so, 
Sir, no. I have some acquaintance with the works 
of Lord Caines, and he would have accepted this as 
second best. 

COMMISSIONER RAND: It not only looks 
as if it might be the ultimate tendancy, but it probably 
would be as good as any other tendancy ‘or any other 
form of establishment. 

PROFESSOR SMITH: The point Lord Caines 
made, is if you are ina period of international 
unemployment, then you should take measures to diversify 
your economy, and this is the best solution towards 
the end of international full employmerit* 

COMMISSIONER RAND: Do you think that has 
any chance? 

PROFESSOR SMITH: I think generally the 
situation since the war has been wuch more satisfactory 


Ww 


than in the 30's. We have had a high national 
level. 

COMMISSIONER RAND: Have we a high level 
of interprovincial trade? 

PROFESSOR SMITH: This is a difficult 
problem. This is the problem of regions. I do not 


believe it is sensible to think in terms of labour in 
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Canada being generally mobile nationally. I think 
we have to think in terms of an economic policy oriented 
to a reasonably balanced rate of growth in Canada as 
a whole. 
COMMISSIONER RAND: What do you mean by that? 
PROFESSOR SMITH: I think when you have a 
situation like we have at the present time where the 
per capita income of New Brunswick is 50 per cent of 
the per capita income of Ontario, this reveals a degree 
of regional imbalance which is undesirable. 
COMMISSIONER RAND: How will you correct it? 
PROFESSOR SMITH: We suggest it could be 
done by the special measures which have been adopted 
in other countries of the world to bring in new 


industries. 


COMMISSIONER RAND: This was a live question 
in the last forty years in the Maritimes. I have 


always been greatly interested in the subject and the 
ideas which could be suggested, and you are speaking 
in the same terms today as you were forty years ago. 
PROFESSOR SMITH: I do not think so, sir. 
I think if you look it over carefully you will see that 
the regional problem is being given a new approach. 
COMMISSIONER RAND: I do remember in the 
early 20's, this very question, the very hopes were 
expressed and the same statements made, we need this 
and that. I say "we" because I am one of them, and 
yet we have not been able to succeed. It comes to 
this question of what are the essential factors in 


establishing more diversification of industrial 
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1 activity? What do you need to start? 
2 PROFESSOR SMITH: You need a skilled labour 


3] force and incentive. 


4 COMMISSIONER RAND: Is that all you need, 


5| labour force and incentive? 


6 PROFESSOR SMITH: No, but what we are 
7 saying is that in other systems, Special efforts are 
8 being made, If you look at the unemployment picture 
9 in the United States and Great Britain, the solution 
10 is to channel the industries into areas where the 
11 level of growth is retarded, Surely one learns 
2 something from these other countries. 
13 COMMISSIONER RAND: What do you suggest in 
if a concrete form for New Brunswick? 
8 PROFESSOR SMITH: The proposal we have 
16 made to the Federal Government is that we use investment 
i allowances like they have done in Great Britain, of 
iB 140 per cent. 
ad COMMISSIONER RAND: Just what does that 
a mean? 
at PROFESSOR SMITH: It means that if a business 
v man created an asset which would be worth $100,000, 
23 he could be allowed the depreciation on the basis of 
2 of it being worth $140,000. 
ai COMMISSIONER RAND: Yes, he would get a 
#6 high depreciation for a certain number of years in 
27 ; 
relation to his income tax. 
‘d PROFESSOR SMITH: Yes, and it means that 
i the earning capacity of that asset would be higher than 
30 


= it otherwise would be. 
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1 COMMISSIONER RAND: Earning that for a 
-: number of years until that depreciation Wiped out the 
3] original investment? 
4 PROFESSOR SMITH: Yes. 
5 COMMISSIONER RAND: How many years would 


6| it take in that sense? 


7 PROFESSOR SMITH: It would depend upon the 
8 depreciation rate. You also get that depreciation 
9 rate. 
10 COMMISSIONER RAND: Do you think that 
il factor as applied to this province or any province in 
oS the Maritimes will go substantially to giving that 
= fillip to industrial activity that you would think 
14 is desirable, as we all do, 
. PROFESSOR SMITH: All I can say is, we 
ag have discussed this in some detail with our local 
businessmen before preparing this memorandum, and 
= they certainly felt it would be an incentive. 
r COMMISSIONER RAND: Have you considered 
the position -- and this is only by way of comparison, 
- I am a great believer in considering analogous situations 
q -~ have you considered the position of Maine in 
e relation to the economy of the United States? 
9 PROFESSOR SMITH: Yes. 
| COMMISSIONER RAND: What conclusion have 
26 

you arrived at? 

” PROFESSOR SMITH: Of course Maine is a 
28 


much more prosperous area than New Brunswick. Its 
per capita iicome is almost double ours. 


COMMISSIONER RAND: In production of goods? 
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PROFESSOR SMITH: Yes, its production of 
goods is much higher and its manufacturing capacity 
is much higher, 

COMMISSIONER RAND: What are they manufactur- 
ing, principally? 

PROFESSOR SMITH: The pulp and paper 
industry is highly developed. 

COMMISSIONER RAND: Is its production higher — 
than ours? 

PROFESSOR SMITH: Much higher than ours. 

COMMISSIONER RAND: Have you considered 
that in this report? 

PROFESSOR SMITH: This report was on the 
New Brunswick coal mining industry. 

COMMISSIONER RAND: Yes, but you have not 
touched it. 

PROFESSOR SMITH: Yes, but there have been 
studies made on the whole problem in the Maritimes. 

COMMISSIONER RAND: If you take Maine as 
a whole, it cannot be said to be so much ahead of 
New Brunswick. 

PROFESSOR SMITH: Statistically the per 
capita income is almost twice ours. 

COMMISSIONER RAND: Would you name for me 
the outstanding production? 

PROFESSOR SMITH: Well, their pulp and 
paper industry is more highly developed than ours. 
They say their tourists trade is worth $200 million 


a year, and then they have a more highly developed 


secondary manufacturing sector. 
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1 COMMISSIONER RAND; Generally what are they? 

2 PROFESSOR SMITH: Textiles, electronics, 

3] I can give you some statistics on the Maine economy 

4] which would be surprising. 

5 COMMISSIONER RAND; Is their potato production 


6] greater than ours? 


7 PROFESSOR SMITH: Yes, about three times 

8/ ours. 

9 COMMISSIONER RAND: Of course they have very 
10 heavy markets in the New England States to meet at the 
11 back door, and we have not. 

PROFESSOR SMITH: But the statement is 

“ often made that New Brunswick is no more prosperous 

_ than Maine, and it seems to be supported by the statisticd, 
e sir. 

4 HON, MR. FLEMING: You were speaking about 
“i the early 20's, There is one very definite difference 
- today which does not refer to the coal mining industry, 
of and that is, of course, the mineral deposits which 

a have been discovered. 

| COMMISSIONER RAND: Yes, I quite agree, 

= but I was going to ask you whether you have taken into 
a consideratinn the function that coal in New Brunswick 
. might play, because your reserves here are not great. 
4 HON. MR. FLEMING: To the extent, of course, 
a that coal plays a part in the production of electrical 
27 

industries. 

r COMMISSIONER RAND: Not only that, but you 
4 would have the metallurgical aspect in lead. 
-% PROFESSOR SMITH: There is a chapter in our 
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report on that. 

COMMISSIONER RAND: I must say, Professor 
Smith, if you would not mind I wish you would give 
me what you consider justification for entering upon 
a new coal production at a time when the whole western 
world is being flooded with 0112 

PROFESSOR SMITH: I beg your pardon? 

COMMISSIONER RAND: I wish you would give 
me the justification for enlarging your coal production, 
because I take it that mechanization would give you 
greater production. 

PROFESSOR SMITH: We suggest the output 
from this area is roughly 1 million tons. If we can 
produce our top target figure, it would be roughly 
1,100,000 tons. 

COMMISSIONER RAND: Yes, 

PROFESSOR SMITH: If you can produce 
cheaply enough to be competitive with oil, why shouldn't 
you? 

COMMISSIONER RAND: What would be the effect 
on the employment of men? 

PROFESSOR SMITH: We would think the employ- 
ment would be maintained at this approximate level, 
or a slight decline, but not a very substantial one. 

COMMISS IONER RAND: Are you familiar with 
the results of mechanization in the United States? 

PROFESSOR SMITH: Yes. 

COMMISSIONER RAND; They have increased 
their capacity of production from N50 to 700 million 


tons a year, and they have reduced their working force 
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from over 400,000 to less than 200,000. They have 
increased’ their production from a little over 2 to 
over 11 tons, and that has been rather rough on the 
individual, hasn't it? 


* 


, PROFESSOR SMITH: Our figure is 1,100, 000 
tons. The trial is to be carried out ane we do 
not know what the productivity figures will be. 
However when we gave the figure of 1,100,000 tons, 
we thought might result from Strip-mining, we felt 
the volume could be kept from 850,000 tons to 1,100,000 
tons. This could happen with a very little reduction 
in the labour force, This is because mainly 
strip~mining is investment and their productivity is 
doubled, and in the shaft mining you would maintain 
the labour force. 

COMMISSIONER RAND: That is to say, your 
extended operation underground in terms of men would 
approximately counter-balance the production through * 
mechanization increase in some of your strip-mining? 

PROFESSOR SMITH: Yes, but not a substantial 
decline in dectincncnamnon Our figure is 1,100,000 
tons, and we feel this would not result in any great 
decline in labour. 

COMMISSIONER RAND: Would you say there is 
a natural market for an actual reserve of that sort? 

PROFESSOR SMITH: I think if we could get 
it cheap enough to our pulp and paper industries, they 
have used it in the past and they will use it in future 


as an energy source. 


COMMISSIONER RAND: What would be the effect 
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of the introduction of competition from the Saint John's 
area? 

PROFESSOR SMITH: We certainly think it 
will sharpen the competition for New Brunswick coal. 

COMMISSIONER RAND: When - are dealing 
with industrial development, what will be looked at 
primarily will be the economics. There is no place 
for sentiment or ethics or anything else. Le 26 
economics. 

PROFESSOR SMITH: I hope there is always 
a place for ethics, sir. 

COMMISSIONER RAND: You mean frankness and 
honesty, you would not go beyond that. You can have 
frankness without brutality and ruthlessness. 

PROFESSOR SMITH: I would hope business 
would always be dictated by ethics. 

COMMISSIONER RAND: But it will be determine 
on the basis of economics. 

PROFESSOR SMITH: Certainly. That is what 
we are suggesting. 

COMMISSIONER RAND: How will you improve 
economics with a higher cost of production of your 
coal? 

PROFESSOR SMITH: We are saying that we 
hope to lower the cost of production. 

COMMISSIONER RAND: Do you think without 
any assistance that the coal in this province can meet 
the oil that is going to be produced in this province? 

PROFESSOR SMITH: We are hopeful, sir. 


COMMISSIONER RAND: What is the outlook for 
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the production of power in relation to coal and OLLZ 
What is the outlook for its use for the production of 
power? 

PROFESSOR SMITH: We deal with that in 
detail in our submission, The demand for power in 
New Brunswick is increasing about 10 per cent per year 
compounded, and we think the demand for coal by the 
New Brunswick Power Commission after the next couple 
of years will be about 150,000 tons a year. 

COMMISSIONER RAND: Will the production - 
of electricity by the Commission be aae virtually 
entirely by coal? 

PROFESSOR SMITH: No sir, there is extended 


power investment on the Saint John's River, 


COMMISSIONER RAND: I meant in your power 
plants, will you be using coal or oil? * 
PROFESSOR SMITH: That decision has not 


been arrived at yet, I understand, sir. 

COMMISSIONER RAND: Have you, in fact, made 
any specific estimate of the effect upon the labour 
force through. the introduction of this mechanization 
you have in mind? 

PROFESSOR SMITH: We have, Bits I can 
talk to you about it. 

COMMISSIONER RAND: Would you mind helping 
me out, because I cannot quite get the principle that 
will be sufficiently specific to give me much satisfac- 
tion. Would you mind pointing out the principle 
upon which coal , say from the east, New Brunswick, 


Nova Scotia, or anywhere else, should claim to be entitled 
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to go for instance into the Ontario markets? 


PROFESSOR SMITH: The principle, sir? 
COMMISSIONER RAND: Yes. 
PROFESSOR SMITH: It seems to me that 


Confederation when we decided to build this country 
in the northern part of North America, that it was 

in violation of the economic geography of the North 
American continent, and we had to adopt certain national 
policies. One of these was the policy of tariff 
protection which was adopted in the Central Provinces 
in.1879. Under this people of the Maritimes have 
purchased a considerable portion of their durable 
consumer goods from the Central Provinces which could 
have been purchased much cheaper in the United States, 
cars, television sets, etcetera. 

COMMISSIONER RAND: Did the leaders in 
this part of Canada have that in mind, that they would 
be purchasing industrial products from the rest of 
Canada? 

PROFESSOR SMITH: Not when Confederation 
was adopted in 1879, but you asked for a justification 
of subventions. If you use the tariff to divert 
our purchasing power in buying durable goods from the 
rest of Canada, there is some case for using a Government 
economic policy for them to purchase our coal, 

COMMISSIONER RAND: I agree. How far 
would you carry that? 

PROFESSOR SMITH: How far would I carry that? 


COMMISSIONER RAND: Yes, how far would you 


carry subventions? 
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PROFESSOR SMITH: I would say this, that 

2| the only way that you could, it would seem to me, limit 
3 the subvention policy ultimately, is if coal cannot 

4| be competitive from this area, to open up alternative 

5| sources of employment in the Maritimes for people who 

6] are going to be displaced, 

7 COMMISSIONER RAND: Which do you think would 
8 be sounder policy ultimately? 

9 PROFESSOR SMITH: My own feeling is, we 

10| are going to have to develop international policies 

11| for greater diversification in the Atlantic Provinces 

12/ and in New Brunswick in general. 

13 COMMISSIONER RAND: I quite see consideration a 
14/ which would lead to that. You can see there is the 

15 principle involved of undefined limits of making this 

16 country one, and I think you realize that you do reach 
17 a point where you must say that this cannot go on, 

18] por instance, we could sell Maritime coal in Winnipeg 

19 or Vancouver if we were prepared to pay the price for 

201 st. 

ai PROFESSOR SMITH: I am suggesting, Sir, that 
22 the point has arrived when we say, "Let us look at the 
alternative policy." 

4 COMMISSIONER RAND: I am inclined to say that 


2s seems to be rather sound, and then there is the question 


26 of working it out. I think you have a council 

a7 at that work today? 

° PROFESSOR SMITH: Yes. 

4 COMMISSIONER RAND: You spoke of Maine and 


the income from the tourist trades, is there some thought 
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in the Maritime Provinces, that that might have a very 
substantial increase in our well-being? 

PROFESSOR SMITH: Yes, I think you will find 
all the four Governments are making a great effort 
to extend tourist trade in this part of the world, 

COMMISSIONER RAND: Then I think we must 
say that so far as the application of the principle 
that you have mentioned as to the first goal, 1s 
becomes a question of judgment as to how far can you 
carry it. You may reach a point where you are 
extending so much in that field, tmt you are approaching 
other possibilities of local activity and local new 
life. 

PROFESSOR SMITH: This is always the 
problem you are confronted with in trying to make any 
economic policy. 

COMMISSIONER RAND: Then, as you say, we 
have more or less disregarded the economic flow or 
economic direction in the structure of Canada, I 
would gather from what you say this, that the time 
has been reached when we all ought to pay close attention 
to the alternative. 

PROFESSOR SMITH: Yes sir. 

COMMISSIONER RAND: Has the Government 
of the Province directly assisted in any way with the 
development of the coal industry of this province? 

HON. MR. FLEMING: Of course. 

COMMISSYONER RAND: I think Professor Smith 


would be tam’liar with this. 


PROFESSOR SMITH: At times in the past it has 
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made loans, 

COMMISSIONER! RAND: But nothing in the 
way of positive assistance in the matter of subsidies 
or anything of that sort. 

PROFESSOR SMITH: In the early 20's the 
programme of developing primary generation on Grand 
Lake was developed. 

COMMISSIONER RAND: Is that power plant 
to be continued? 

PROFESSOR SMITH: It will remain a part 
of the system, certainly. 

COMMISSIONER RAND: Of course, I suppose 
you assume that the potential energy wrapped up in 
the coad at some time or other will be in demand, 
if not today, then tomorrow? 

PROFESSOR SMITH: Sir, it is demanded 
anytime if the competitive price is right. 

COMMISSIONER RAND: Yes, and I am assuming 
it is not generally able to meet the cost of oil, because 
that is the general judgment of western Europe and 
the United States. But that is a valuable resource? 

PROFESSOR SMITH: Yes, 

COMMISSIONER RAND: And therefore it is 
only a question until oil, and in some parts of Canada, 
gas, reaches a height of cost that brings them within 
the range of competitive prices of coal, that the 
demand for coal will be made, isn't that so? 

PROFESSOR SMITH: Yes. 

COMMISSIONER RAND: It does look in the 


west as if it is the purpose to see whether or not we 
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can get rid of our resources in this generation, but 
you have to assume that other generations are going 
to have need of the resources of the country, as well 
as the present one. It would be wiser for any 
district, not only New Brunswick, but in Canada and 
in any country, to husband its resources until they 
can be used economically, Would you agree with 
that? 

PROFESSOR SMITH: I think it is sound, tut 
I think you have to do this in the context of the 
economy generally. Professor Johnson in 1890 wrote 
a book in which he stated that Great Britain was 
going to run out of coal in a generation, so some 
of these predictions are sometimes pessimistic; but 
certainly conservation is a point. 

COMMISSIONER RAND: You know, in minerals 
of this sort, we know when they are gone, they are 
gone for good. I think it is generally realized 
that in the next 35 or 50 years on the knowledge 
now available, the possibility is we will have oil 
in abundance and gas in abundance. That does not 
apply, possibly to New Brunswick and Nova Scotia, but 
certainly in the Central Provinces, and it has become 
very serious. 

HON, MR. FLEMING: There is a point in 
connection with the use of coal by the New Brunswick 


Power Commission. I would just like to bring to 


your attention that within the last four or five years 


there is a new plant, in addition to the older plant 


established 30 years ago at New Castle, which is operated 
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primarily on the use of Minto coal. There is a 
second plant there. The point is, it is not just 
the same as it was 30 years ago, there is another 
plant there and it is a much more up-to-date plant, 
of course. 

COMMISSIONER RAND: I meant to ask Professor 
Smith if he had any clear view of the effect of the 
introduction in this Province of the manufacture of 
residual oil? 

PROFESSOR SMITH: Yes sir, we have. We 
have covered that in the brief. 

COMMISSIONER RAND: Yes, then that will 
be available to us. Thank you very much, 

MR. ELLIS: I would like to call upon 
Mr. H. J. Whalen who will present a brief on behalf 
of the A. W. Wasson Company Limited. This brief 


will be recorded as Exhibit number 18. 


---EXHIBIT NO, 18: Submission of the A. W. Wasson 
Company Limited, 


SUBMISSION OF 


THE A, W. WASSON COMPANY LIMITED 


APPEARANCE: 
Mr. H. J. Whalen 


MR. H. J. WHALEN: Mr. Commissioner, 
officials of the Commission, and gentlemen: Late in 
1959 representatives of A. W. Wasson Ltd., who for 
some years have been engaged in both strip and deep 


mining in the Minto-Chipman field of New Brunswick, 
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were approached by the holder of a coal lease in the 
Bras d'Or area of Cape Breton Island, with a view 
to ascertaining our interest in undertaking coal strip- 
ping operations on his property. The only prior 
knowledge which we had of coal resources in Nova 
Scotia suitable for mining by stripping methods, was 
given to us by Mr. Stephen Dolhanty, district Vice- 
President of the United Mine Workers of America, 
early in the summer of 1959. Subsequent investigation 
of this possibility did indicate, however, that coal 
could be efficiently mined by stripping techniques, 
and that adequate reserves of merchantable coal were 
available. The company thereupon decided to 
proceed with stripping operations in the Cape Breton 
area, and applied to the Minister of Mines, Province 
of Nova Scotia, for permission to commence stripping 
operations on the Collins seam, in Bras d'Or. In 
a letter to Mr. A. W. Wasson, dated February 12, 1960, 
permission to proceed was denied the company by Mr. 
E. A. Manson, the Nova Scotia Minister of Mines - 
(See Appendix I)° 

During the initial stages of our inquiry 
into the possibility of embarking on strip mining in 
Cape Breton, local leaders, particularly local union 
officials, repeatedly asserted in public that the 
commencement of coal stripping operations, even on the 
relatively small scale proposed by our company, would 
seriously threaten the already precarious position of 
existing underground coal production in Cape Breton. 


No doubt the Royal Commission will receive similar 
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representations during its public hearings in Nova 
Scotia. The purpose of this brief is to examine 

the validity of such contentions, to Suggest that they 
are founded on conjecture and on questionable assumptions 
and to place on record our conclusions respecting the 
feasibility of undertaking strip mining in the 

Cape Breton coal fields, 


We have presented first a few general comments 


ay! 


in the relationship between productivity per man-day 
and strip operations as compared with underground 
mining, and I do not think in view of the data presented 
in the New Brunswick Royal Commission study, there is 
much point in labouring this particular point. 


Productivity in Strip Mining Compared with 
Productivity in Underground Mining: 


The vastly superior efficiency of strip 
mining, as compared with underground mining, is too 
well known to require an elaborate demonstration. 
Comparative production records for Canada indicate that 
in coal fields where stripping is carried on exclusively, 
such as in Saskatchewan and in some Alberta mines, 
output per man-day has recently averaged a level as 


high as 26 tons. 


COMMISSIONER RAND: We have seen that in 
Saskatchewan, 
MR. WHALEN: The comparable ratio in 


Nova Scotia's underground mines, on the other hand, 

has only recently averaged 2.5 tons. Data presented 
in the Final Report of the Royal Commission on the New 
Brunswick Coal Mining Industry suggest that, for 1959, 


output per man-day in stripping was 5.4 tons, as against 
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only 1.8 tons in underground production at the Minto- 


Chipman coal fields, 


In New Brunswick mines, 


stripping methods have gradually displaced underground 


operations, 


to shaft production was 4.5 to 1, 


By 1959, the ratio of Strip production 


In New Brunswick 


coal fields, moreover, the postwar transition to capital- 


intensive stripping methods has made possible steady 


annual increases in productions, employment and income. 


Throughout the postwar decade 1947-1957, these trends 


are clearly indicated, 


We have included here data for the years 


1947 to 1957. 


We have left out the data for 


1948 because this was the beginning of the recession 


year. 


It did reflect a decline in the output of 


the New Brunswick industry, and it was also about this 


year that the Nova Scotia industry began to experience 


severe difficulty with regard to its marketing. 


Table I: 


Output, Employment and Income in the New 


Brunswick Coal Mines, Selected Years 1947-1957. 
Number in Index of Ave 


Output in 


4 of Output 


Year thousand tons mined by 


1947 
1949 
1951 
1953 
1955 
1956 
1957 
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In spite of a decline in Output to about 
800,000 tons during the recession year 1958, New Bruns- 
wick coal production in 1959 is unofficially estimated 
at approximately 1,000,000 tons. 

Notwithstanding short-term market fluctuations, 
the long term demand for New Brunswick coal has 
steadily grown during the postwar years, This 
trend has continued in spite of ongoing competition 
with oil for domestic, diesel, and heavy industrial 
purposes, and despite the competitive disadvantage of 
New Brunswick coal due to its relatively high sulphur 
and moisture content. With its lower B.T.U. 
rating, and the added disadvantage of much smaller 
seams, New Brunswick coal has nevertheless attained 
a favourable market situation as a direct result of 
stripping, in sharp contrast to the persistent decline 
of underground coal mining in Nova Scotia. 

COMMISSIONER RAND: What is its B.T.U. 
rating? 

MR. WHALEN: I think it is in the order 
of 11,500 B.T.U.'s which is considerably lower than 
some of the American output, and certainly lower than 
the Nova Scotian output. We contend this favourable 
situation was achieved and retained as a direct 
result of the increase in productivity of the large 
and more efficient operations. We would also like, 
if we can, to make one point clear about this Minto 
coal operation, and that is that it is by and large 
restricted to the local market, to the Province of 


New Brunswick, and there has been in recent years export 
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to the State of Maine and to eastern Quebec. 

COMMISSIONER RAND: Is that export subject 
to any duty upon entering the United States? 

MR. WHALEN: I do not think it is. 

COMMISSIONER RAND: In what condition is 
the coal, is it in powder form or what? 

MR. WHALEN: it is used in the pulp and 
paper establishments largely, and it is pulverized coal 
for use in their mill operations. 

Another point in regard to the coal industry 
is, notwithstanding the development of the exports in 
recent years, many people believe that it is an 
industry which is completely subsidized, or that the 
market situation with respect to New Brunswick coal 
industry is an artificial one in the sense, for 
example, that the industry derives its wherewithall, 
its markets, solely as a result of special provincial 
treatment given to it by public agencies such as the 
New Brunswick Power Commission. 

Although the New Brunswick coal industry 
Supplies mainly the provincial market, sizeable quanti- 
ties are exported annually to Quebec and to Maine. 

For 1959, such exports are unofficially estimated to 
consume more than 20 per cent of production. Nor 

must it be assumed that public agencies in New Brunswick 
sustain the local coal industry by providing an arti- 
ficial market stability. In 1959, we estimate that 
the New Brunswick Electric Power Commission consumed 


less than 14 per cent of local coal output, while the 


balance was sold to private consumers. 
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I think it would be an unrealistic picture 
if the Commission were to give the impression that the 
industry is completely sheltered. 

THE CHAIRMAN: I quite understand that, 
but yet you do get subventions on certain of your 
shipments? 

MR. WHALEN: Yes, tothe north-eastern 
Province of Quebec, for example, 

THE CHAIRMAN: Do we have the quantity 
exported? 

MR. WHALEN: The quantity of output of 
the Minto area of the New Brunswick coal fields during 
the years 1947-1957 is indicated in table 1. 

THE CHAIRMAN: Bat do you have the quantity 
from your own mine? What have you sold outside 
of the province in which there were subventions? 

MR. WHALEN: I have not that figure. 

THE CHAIRMAN: Perhaps we can get it 
from the report of the Dominion Coal Board. 

MR. WHALEN: The report of the New Brunswick 
Coal Commission will have that. 

THE CHAIRMAN: The Dominion Coal Board 
should have those figures? 

MR. WHALEN: We assume in our brief, 

Mr. Commissioner, that 20 per cent of the entire field 
is exported, but only 14 per cent of the field is 
consumed by the Power Commission. 


THE CHAIRMAN: What is the prospect, more 


or less? 


MR. WHALEN: The prospect, as I have 


ii RH iA 


one aprenpaciosoggiay 


esos op apamanbeda: inde Keane ER 
deel bewserebaw. sttep T peepee | 
70% 20, haeane me anacecaindin tmmiAet #6 a 
| sea Tada 
| nrote ae-49 ron oid od . uel  =WLLARW .AM i 7 7 
| , .ofqmsxe-x0% sondenp Io « ave ut P 
utioneup eit evad aw od )MAMALAHD BHT. gs oe 
Sbedroqxe | 
to. duqiwvoe te Welsnnap ent :VSIAHW AM. a oun 
antaud abfett Laoo dolwanus& wet edd, 20, seme, oot, ae 
ee 1 eidet mt bedeotbat eb TOel-S#eL exaey, edd: 
gittnaup sd2 syed _— ob. de :MAMALARS BHT (aah 
| obiatuo blem vey evad, é aciw fornim owo tWwOy mort | 
| fenolznevdue etew evened dottw al eontyorg eft to 

exuglt tend son over T :VGiIAHW .AM A 
tl oq ne0. ow, ageiied {VAMALAHO. SHT : sani. } 
_brs08 (8090 notmhmoGd sdt Jo digr ent most 
dotwenaen wat ect to srogeu edt :WLIAHW . _{ 
.tad?d eved [ftw nolestmmod Le0o 

bred L800 sotatmod sf? :MAMALAKO GHT . 

festual? ezont ever biworie 
stotyd swo mh emuses OW tVaIAHW . AM - 
olekt exttas_edd Yo daso req OS dent .renoleatamod ~ 
et bier? od to dneo t)eq AL gino sud deinen 
.moteetamed sewed sit xd 


eyom ,foeqeerq edt ef sadW ‘MAMALAHD BHT 
a 


S q : r¢ 7 ar a) A - # J 
| | ” mas _ 
. t | . : 

= idea 7, - ibs = ust : aoe 7 


ae 7 


< 
ANGUS, STONEHOUSE & CO. LTD. 43 
TORONTO, ONTARIO 


presented in the New Brunswick Royal Commission report 
Which is the authoritative document from here on in, 

in these matters, is that there is naturally a 
dangerous situation approaching with the competition 

of oil, which is a matter of some consequence, and this, 
in fact, was the motivation of the Government. 

THE CHAIRMAN: Don't you think we ought 
to face the possibility, whatever it may be, rather 
than covering it up? 

MR, WHALEN: i was going to say something 
later, after I had presented my brief about this matter 
of competition generally between these fuels. 

I was listening to what you said earlier 
to Professor Smith and the discussion about that, and 
I think there are a number of things which I would 
like to say in addition to what was said, which the 
Commission might be interested in hearing. 

We follow this with a description of the 
nature of stripping operations; that is to say, the~ 
types of machines which are used, the output which they 
produce in terms of man-days, the changes that are 
taking place in strip mining with the application of 
larger and larger capital, the development of bigger 
machines which allow the operations to be carried on, 
and the purpose is to indicate that this is a highly 
capitalized type of operation. 

THE CHAIRMAN: On page 3 you show the 
labour force engaged in shaft and strip. Approximatel 
80 per cent is in strip and 20 per cent in shaft. 


Then, you have about the same number of men and the 


Lod awatxorgga sqtusa bre tlede ot pegagis e010? % 
a . rv 


otis Sere _sonedpmamos enos to cset¢tam & st dotiw | 


_at pa stsd mort tasmucob 


6 ¥ilaiwden ef reds tett ut, isdtem \e 


noketyaqmes sig iittw snidocorgge Htottaudts eso783 


v 
as 


toemrrevod est lo soldsyiiom edd saw ¢ 

tipwo ow anidts way 2° ned :WAMAIAHD SHT a 
solves .od yam tt vevneude eesti itdtewog sid sost 5 F 

fqu $f GAliasves a ig | 

gntdvemor yee ot antog aan I :MRJAHW . AM 2"; | 

| 


a 
setgvem etdt tooda Yebtd ym betnes0%g bed L tedte .tedel 


= j 


; 7 


,alevt eeoit meevted yl lerveney notditeqmoo to 

taticss biea vor telw ot aninefali esw i + . sag } 
base .tedd tuods coleavosth end bos Adkme) doeaoiors ot | 
biwow I dothw egnidy eo tedawa & eT etont anette t 
ei¢ aotiw .bise esw tenw of potetbbe mk yea) oF oat 
_gotveen at bsteptetal ed digi sotsatmamed | 

eft ic aottqivoand é tittw atid wolfot sw 
sig ,yke of et Derde renotsersga gatentate! 30 ertan | 
neouts (fotdiw sugdvo aft .beaw ers dotiw eenidosm to aque q 
ore ted segnedo eft yeysb-anm To aarred mh soubotg — 

to motseotiegs ort dvtw gainia giatde at eoelq yotdst 

' ~egnid to tremgoleveh end ~iediqse segiel bab ssgeeal . 
70 belxnes ed of anotdeteqo sia wolin Aottiw sentido . 
yingit s at etas seid otsoltbnt o¢ al —- end Df 7 


nol¢stegqo to egyt bestis< 


ei? woda vey — ezsq «a0 : MAMALAHO: SEP ian 


tera ai ¢neo teq OS bae givta at at ; : oe a 1g 
2 . 7 


edd tuods ev ay 


ANGUS, STONEHOUSE & CO. LTD. rT 
TORONTO, ONTARIO 4 


20 per cent of underground Operation requires the same 
number of men as 80 per cent of Strip operations. 

As a matter of fact, your Stripping operation is not 
done by the work of the men at all, the men become 

a skilled operator of a machine. 

MR. WHALEN: Yes. This is the fact of 
any kind of technological change, where you begin to 
displace labour with capital with more and more 
increments. The net result of the transition from 
more labour to more capital operation, is a substantial 
increase in output per man and it is the raison d'etre 
of the increased capitalization. 

THE CHAIRMAN: I agree. 

MR. WHALEN: Even with inferior coal 
resources, stripping techniques enable New Brunswick 
producers to maintain their markets. The increased 
productivity imstners in strip mining is reflected in 
lower output costs per unit of input (labour), higher 
average remuneration per employee, better conditions 
of work, and generally much lower average pithead 
prices per ton of coal produced. As compared with 
underground mining, the degree to which stripping 
operations will lower average coal costs depends to 
a large extent on variables such as the slope and thick- 
ness of seams, the quantity and composition of over- 
burden to be removed, and the levelling of spoil piles 
following the extraction of coal -- a process that may 
or may not be required under provincial mining regul- 
ations. New Brunswick producers are perhaps 


fortunate in this latter respect, since mining 
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regulations have not thus far required such levelling. 
The Report of the Royal Commission on the 
New Brunswick Coal Mining Industry deals with strip 
mining in Chapter III, Part 1, (pp 51-56). The 
use of progressively larger electric-driven draglines 
since 1947 has steadily increased the strip ratio, 
i.e., the number of yards of overburden which must be 
removed in order to produce one ton of coal. In 
other words, larger draglines permit working at deeper 
pit levels. The largest draglines now in use 
can remove, economically, up to 70 feet of overburden, 
and can achieve a strip ratio of 41 yards of overburden 
removed per ton of coal produced. In addition 
to draglines, however, a wide range of mechanical 
equipment is used in strip mining: large coal loading 
shovels, heavy bulldozers, front-bucket type tractors, 
coal transport trucks, and heavy pumps needelto keep 
open pits free of water. In the words of the above 
mentioned Royal Commission Report: "A medium sized 
stripping operation involves expenditures for equipment 
approximating half a million dollars; a large 
operation might well run in excess of two million 
dollars. The labour component is naturally smaller 
in these capital-intensive operations than in under- 
ground mines. The degree of labour utilization 
in current New Brunswick strip mining may be ascertained 
from the fact that, at the end of 1959, some 21 dragline 
operations, with capacities ranging from 3 to 14 
cubic yards, employed rather more than 500 workers. 


On the average, therefore, 25 men were required per 
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dragline. This average conceals the fact, of course, 
that large dragline units may require a work team of more 
than 70 men, 

THE CHAIRMAN: You have 21 operations in 
your own mine? 

MR. WHALEN: No, this is in the total Minto 
area. We are simply trying to get some basic 
figure. 

After our contact with Nova Scotia coal interests 
described in Paragraph l, above, and after our decision 
to proceed with strip mining, we proposed to move to 
Cape Breton one 3 yard dragline and to follow this with 
a 7 yard dragline and several smaller machines. Our 
plan, in short, was to mine approximately 150,000 tons 
of coal annually, with equipment which would otherwise 
be used in New Brunswick, where, because of smaller 
seams, perhaps only 100,000 tons could be produced. 

THE CHAIRMAN: What did you have in mind 
as your market for that 150,000 tons? 

MR. WHALEN: We will deal with that in 
a moment. 

We thus envisaged a relocation of a portion 
of our existing operation, rather than an expansion into 
the Cape Breton coal field, and the output produced 
in the latter area would have been largely offset by 
a decrease in New Brunswick output. In order to 
carry on the type of stripping we had planned in Cape 
Breton, our performance records at Minto suggested a 
labour force of between 60 and 70 men, (See Appendix III), 


most of whom (90 per cent) would have been local Cape 
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Breton residents. Our estimated monthly operating 
costs would have averaged $50,000, including wages and 
salaries, electric power, Oil, grease, repairs, parts, 
and other miscellaneous Supplies. 

I have given a list of six arguments which 
will illustrate the thinking and the objections behind 
the union officials. 

The opposition to our proposed Cape Breton 
stripping plans originated with, and was sustained 
by, local union officials (U.M.W.) The commencement 
of strip mining, they urged, would spell disaster for 
the faltering underground mines. in brief, ‘their 
arguments were as follows: 

(a) that Stripping of the outcroppings and 

near surface seams would make it more difficult 

to embark on more extensive underground 
extractions when required in future; 

We understand the stripping operations would 
create a drainage problem. The uncovering of the coal 
and building up of the piles, which is quite normal 
after all stripping operations, would leave large holes 
in the ground which would would fill with water and 
prevent subsequent development of underground operations 
in that area, if such was ever to proceed in the future. 
They will be prepared to fill up or level the. pile 
after they have removed the coal. In other words, 
level off the ground. Some objection was made 
to the company's operations,.with regard to this 


operation which is the kind of operation which despoils 


the countryside. 
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THE CHAIRMAN: There is no doubt it does 
in Saskatchewan. 

MR. WHALEN: It does in all provinces where 
the mining regulations do not require the companies 
to level off the piles after the company was finished. 
However the company undertakes to do this and the 
aesthetic argument is hard to sustain, After 
stripping is completed, the company, will do the 
leveling and planting down of these piles with some 
kind of greenery. 

THE CHAIRMAN: What do you consider. that 
would add to the cost of production? 

MR. WHALEN: About 5 cents a ton. 

So the general argument that the development 
of stripping would prevent the development of subsequent 
underground operations is not a very valid argument, 

It could also be argued, I suppose, in this 
connection that the operation of removing the coal 
by stripping from the 40 foot to the 70 foot level 
could best be removed by underground operations, 
however we have to investigate all the seams for 
underground operations, which above the 70 foot level 
would be more hazardous. 


THE CHAIRMAN s What is the slope of the 


seam? 

MR. WHALEN: It is indicated in the 
diagram in the appendix. 

THE CHAIRMAN: Roughly what angle? 

MR. WHALEN: Ten to fifteen per cent slope. 


THE CHAIRMAN: In a large scale stripping 
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operation, you eventually have it level in the west, 
What is it in Minto? 

MR. WHALEN: It is level in Minto. 

The second argument put forward by the 
objectors was: 

(ob) that crop coal, because it is surfaced 

mined, necessarily possesses a high sulphur 

content, is subject to a high degree of 

Spontaneous combustion, and must, therefore, 

find a market exclusively in Nova Scotia; 

This contention is not borne out by the 
analysis of the coal which was performed by the 
company. In fact’ the sulphur content of Nova 
Piel bce Mhay \seeta bs stripped in this particular 
area is one-half to one-third smaller in amount than 
the sulphur content of New Brunswick coal. The 
company in its operations so far has never experienced 
any hazards with respect to the high sulphur content 
of New Brunswick coal. It has not repeatedly 
caught fire in the transit and caused this kind of a 
problem. So that argument regarding the high 
Sulphur content does not appear to be very substantial 
in terms of the analysis of the company in this regard. 
In fact, it seems to be the opposite. 

THE CHAIRMAN: I don't want to interrupt 


you, but you must have a licence in order to do this? 


MR, WHALEN: Quite, sir. 
THE CHAIRMAN: And it has been refused? 
MR, WHALEN: It has been refused, 


THE CHAIRMAN: What do you think this 
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Commission could do in a matter of this sort? 

MR. WHALEN: We merely present this as 
a case study, Mr. Commissioner, to indicate some of 
the difficulties that are involved in developing any 
kind of substantial increase in productivity as the 
result of the introduction of strip imining in 
Nova Scotia. 

THE CHAIRMAN: Do you think the question 
is one of the quantity of production, or the quantity 
of market ability? 

MR. WHALEN: We will ultimately get to 
this question, as it is the final argument and the 
fundamental one, no doubt. 

THE CHAIRMAN: Would you consider that 
the coal industry in the Maritime Provinces as a 
Single entity is desirable, or do you think each 
province should look out for its own? 

MR. WHALEN: I think, Mr. Commissioner, 
that the political leaders in each province will 
undertake to assure that each province looks out for 
its own. On the other hand, this is a country 
which in its development has certainly never been characterized 
by strict boundaries around each province with regard 
to the movement of traffic and labour, and we must 
assume a national market and investors in business 
are relatively free at any rate to place their capital 
assets where they think they might be most productive. 

THE CHAIRMAN: What would be your purpose 
as a company in reducing your production in New Brunswick, 


by starting a new venture in Nova Scotia to the same 
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extent? 


MR. WHALEN: The answer is that the nature 
of the coal seam -- basically the argument is that 
the nature of the coal seams in Nova Scotia, being 
much thicker on the average than in the Minto area, 
and the coal being of a better quality, results 
in the fact that the Strip ratio is reduced. The 
strip ratio is the number of tons of overburden which 
must be moved on the average to each ton of coal, 

THE CHAIRMAN: You have cut the top off 
a number of out-croppings? 

MR. WHALEN: Down to the 70 foot level, 
and you recover the coal. We have here some 
comparable costs. In the Minto area you require 

41 tons of overburden that have to be moved in order 
to recover a ton of coal, and it is estimated these 
particular seams are more efficient operations. 

THE CHAIRMAN: To a limited extent. Once 
you take the top off, 75 feet, then the remainder must 
be obtained by underground workings or not at-all, 

MR. WHALEN: If you are going to continue 
in that particular seam, the company estimates there 
are a number of possibilities with regard to strip 
mining in Nova Scotia. A number of leaseholders 
have properties which are susceptible to strip mining 
down to the 70 foot level, but I do not know myself, 
and I do not think perhaps Mr. Wasson knows, the 
extent of this over the province as a whole. But 
certainly a number of leaseholders that were interested 


in developing strip mining in these areas indicates a 


a 


“e : 
! 1 


ee 
siveen odd sot once 
gited scat ot amsee [noo 8 

. srs ott ott at itedt ouereve et no 

ediueet .Wtifaup tetted eto giuted: ese ot 

oat -heovies el — qinvte edd tedd ost 


figtdw sefuvdvevo To ead to eden eit abvohder ¢ 
[soo to mod does OY ogsieve ed? mo ‘hevonm sd - HM 
tio qot sit tuo svad oY {MAMALAHD BHT © 7) 55) 
| tegniqqovo=duo to nedaun 8 
Level foot OF wiv od cwod ‘MGIAHW JAM » eile 
snvkt eved ever oW jIseo edt nevoos7 voy bis - 
eilupet yor seve Och ons aT ~eveon eidarsqnoe 
aebso rit haven of od emit gard aebiudreve'to emod: Lh ; 
eeu? betemites sf YE baw (Is0o to mod s tevovet od. 
_gnotte1eqgo tnetottie erom sis amass relvotéusg | 
eon .tnetxe Setinl{ # of : MAMAIAHD = 
saum vebatemen eft ene . test CF Tio qos erty exis? voy 
Life te ¢on te eyrutolvow baverg3ebay yd benietdo od | 
euntenes o¢ aptow ore voy TI 7VLIAHW . FIM 
eed? seteant¢ae yoaqmoo ef¢ mses astioltted desnahicens i 
qinte of braygen mtiw eeltdliidiesoq-Io tedmuma-s ots 
syebtodeaseal To wvedaned A -etfoo® svow mt 3 
aotnia qiete ot efdi¢qecece sie doldw ssidveqorg s 
. Maoyn weet ton of I tod ,.LovSl #002 OF sat ot 
emt .aworo nosesW . IM eg adteg aatdd gom ob T 
ve .sfonw @ a8 somtvorg edd tevo etd to ¢ 
sitaasantantts cities diana ilieah qed al 
- - - = ie ioe ee : 


< 
ANGUS, STONEHOUSE & CO. LTD. 52 
TORONTO, ONTARIO 


sizeable resource is to be had through strip operations. 
Further arguments by unions were: 
(c) that the commencement of stripping would 
result immediately in the closure of the 
Greener and Thompson shaft mines nearby; 
(d) that strip mining would employ only 
10 men, and that the majority of these would 
be imported from New Brunswick, whereas, in 
consequence of stripping, the immediate 
unemployment of SO shaft miners would be 
"caused" and the livelihood of 2,000 shaft 
miners in the Sydney Northside area "threatened"; 
(e) that less than 10 per cent of the coal 
would be recovered by stripping techniques; 
and, 
(f) that the output from stripping would 
be sold generally in competition with shaft- 
produced Nova Scotia coal, in exclusively 
local markets, rather than in competition 
with residual oils in the larger Atlantic 
region and the Quebec and New England markets. 
The general idea which seems to underlie 
this point is that one takes a look at what is 
essentiallya static and even a declining market, in 
other words the position with regard to Nova Scotia 
coal at the present time and in the foreseeable future 
is one with a declining outlook, and it would be impossible 
for the Nova Scotia producers to retain their dwindling 
Any operation which comes into the field 


markets. 
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would automatically tend to cut into these existing 
markets. 

THE CHAIRMAN: There is another factor 
that you are overlooking, which is its ultimate effect 
on the miners. It is not the greater productivity, 
it is the effect on the human being, 

MR. WHALEN: This makes certain arbitrary 
assumptions; it is based entirely on certain assumptions 
regarding the marketing of this coal. 

THE CHAIRMAN: Isn't it also based on 
the number of human beings concerned with the production? 

MR. WHALEN: The general tendency 
and the specific details alleged in the arguments set 
forth above, do not, in our opinion, bear any relation 
to the facts, and we therefore submit the following 
alternative interpretations. 

With regard to (a), stripping of the out- 
croppings can hinder subsequent underground extraction 
only by creating a drainage problem, i.e., if the 
spoil piles resulting from strip mining are not 
levelled after the coal is extracted. As a 
condition of our operation, however, we undertook to 
level all spoil piles. (See Diagram II). It could 
be argued, alternatively, that a portion of the 
coal removed by stripping, say coal from the forty to 
the seventy foot level, could best be removed by under- 
ground operations. Our examination of the coal 
seams, and of the composition of overburden in this 
area, suggests that shaft operations much above the 


seventy foot level might prove hazardous. (See Diagram I) 
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With regard to (b), the facts suggest the 
opposite of what is alleged, An adequate sampling 
of coal from the seams in question has been carefully 
analyzed, the results of which show a Sulphur content 
less than the average prevailing in the New Brunswick 
field. With Minto coal, we have never experienced 
shipping hazards from Spontaneous combustion, even in 
the case of coal shipped to the Quebec market. We 
are quite satisfied that the quality of Cape Breton 
stripped coal would be superior to Minto coal, and that 
it would be easily shipped to our customers outside 
Nova Scotia, 

We suggest that (c) and (d) depend upon 
entirely arbitrary assumptions. Both arguments 
suggest, indeed, that we would be either unable or 
unwilling to compete with residual oil in our traditional 
markets outside Nova Scotia, 

THE CHAIRMAN: You would meet the 
competition which the ordinary man is incapable of 
meeting? 

MR. WHALEN: The suggestion in this 
brief is that the reduction in the cost of the coal 
produced is such that in the opinion of the company, 
it makes it possible to compete directly with oil, but 
not necessarily to take away from the existing markets 
that the Nova Scotia industry has. We figure 
the Nova Scotia industrics present price at the 
pithead is well over $10 per ton. Somebody suggested 
$12 per ton, but I don't know. 


THE CHAIRMAN: It is $10. 


a ae 
sercamen x uae oh te sti at ue 
éngtnon eatipowie rote one 10800 te 
vokwanuait WOK Sid at goLttoverq sgezers 6 a 
heoneliegxs Tever ever ew isos otatm weewe wd 
at pore -taaintnier teualinaeegy elbedeabatig ana 
ov) ateahraae suceupl edit od Deqettte tebe OH 
nosett eqad to ytileup edd serit bedte tise” 


7 

| ject Soe .feoo OtAEM of Toltequa od 'bivow feos beqqtt 
shtetvo evemodavo twe oF boggiite tliese sd bivow vb 
| pts Sj fattoo8 svom 
' now breqeb (b) Are (e) fads teeggue SW at pe 
; strommrs Poe enoldqmasd ‘Gretthdrs yletide- 
“0 eidenu teddte ed ‘bivew ow sand ,besbat feougee 
fanot¢ibext qo at [ho lovbiner rdw edeqmoe o¢ gntiiiway 
,bidoo! avouw eblatvo atesdtam 
oid team Blvow vo¥ « {WAMAT AHD ‘ar pe RY 
to eldeqsont ek nam yrsethto eid dotdw ‘hotehteqaen: 

—_ 
eittt al nottuegyue si? | iMaRTARW | eee se eee) 


foes eri¢ Yo feos aft al cotvoubet ony Feit er tt. 


% 


}. 
 \ytredmon off to mofntqo ort at tate dove Bt book 
| dud , lle dttw ¢tesenth eteqmos oF eidlesog sf sedem 


atesitsin gotdgixe od mort yawe sast o¢ ¥ylitesesson For 


_ 


sruglt ow der grtauba si¢ooe avou ead os . 

ond #2 Sottq Jneewry éoirdaubal sitoo® avov 
hatesnaua ybodamoe .fot seq OF8 seve Liew ical Be 

word gw0b = tue A cit 7 < 


- — fi ~ 7 
7 sO5G at ‘gi. | - = xt ds a 


< 
ANGUS, STONEHOUSE & CO. LTD. 
TORONTO, ONTARIO 25 


MR. WHALEN: We figure that a substantial 
reduction in the cost of coal may result in certain 
other adjustments concerning market behaviour; in 
other words, the impact of strip operations on the 
employment of people depends upon prior assumptions 
concerning what happened in the market. 

THE CHAIRMAN: Your justification is 
simply that you may interfere with the competition 
which shaft mining is engaged in at present, but 
you would not limit yourself but would take your 
market wherever you can get it? 

MR. WHALEN: I suppose it is a correct 
description of how business men behave, but it would 
be unrealistic if we did not expect this to happen. 
But on the other hand this is a company which has 
already operated in the New Brunswick fields and 
which already has customers. There are customers 
which in the immediate future might be thinking 
of converting to oil, but companies are prepared to 
continue purchasing coal, provided coal can be offered 
at competitive prices. There are other companies, 
which have since converted to oil who are prepared 
to return to coal provided it can be purchased at 
a competitive price. 

THE CHAIRMAN: You wouldn't say if you 
did not get in control of all the out-croppings, you 


would have strip mining in Cape Breton. 


MR. WHALEN: I do not know enough about 


this. 
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THE CHAIRMAN: I suppose, and I am just 
assuming, that it is possible that the moment you did, 
you might have competition in strip mining? 

MR. WHALEN; It might be possible; I don't 
really know the extent of the reserves, I think 
there is something there of a Substantial basis, which 
is sufficient to justify the relocation of at least 
part of the company's operations in the Nova Scotia 
field. In ether words, there is an estimated reserve 
which the company feels it could put towards the mining 
purposes, in the order of one and one-half million 
tons. There has to be some reserve there in order 
for the company to say that. 

THE CHATRMAN: On that basis, you would 
exhaust it in seven or eight years? 

MR, WHALEN: It might be exhausted, but 
this is only the first 70 foot level. There is always 
the possibility of utilizing the same seam in under- 
ground cperaticns; in fact, the company has indicated 
that it might perhaps as an adjunct, begin underground 
operations. 

THE CHAIRMAN: Do you think there would 
be an economic justificationfor opening a new under- 
ground seam in Cape Breton? 

MR, WHALEN: I think so, from the discussion 
this morning in regard to the competition between 
coal and oil, for example, with other possible competi- 


tive fuels and other markets such as in the central 


market and western markets. There must be a number 


of key variables taken into account. One of the most 
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1 important quite obviously must be the rate of 

2 technological change that takes place in the mining 

3 industry. You must assume a constant change 

4 in technology. 

5 THE CHAIRMAN: In what relation? 

6 MR. WHALEN: In the application of the 

7 machinery and the development with higher productivity 
8| per man. in the United States, it is quite true 

9] that there has been a decline in the labour force. 

10] It is true there has been a decline of about one- 

11! quarter in the total actual output between 1948 ana 

12) 1958. 

13 THE CHAIRMAN: Which is due to the falling 
14) off of the demand? 

15 MR. WHALEN: § Due to the falling off of the 
demand, but it is also possible to argue, I think, 

as in fact Mr. John L. Louis suggests ina recent 

18 article in the Reader's Digest that the output per 


man is attempting to get up to the level of almost 


20 4O tons, whether it is by strip mining or by other 
at underground techniques such as are involved in the 
* new German equipment. This is a factor which has 
23 to be taken into account in onds judgment concerning 
- the competitive position of coal as to oil at the 

a presem time. It is possible to argue that oil 
a costs could be reduced, but one must assume this 

27 technological factor is a very erucial variable. 

4 THE CHAIRMAN: There is no doubt that in the 
a United States they have followed the principle of 

30 


} 
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- | utilization of advance mechanical knowledge. 
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MR. WHALEN: Yes. 

THE CHAIRMAN; It made no difference what 
the consequences were, 

MR. WHALEN: Yes. 

THE CHAIRMAN: I suppose you must agree 
with that if you accept the basic foundation of free 
enterprise. 

MR. WASSON: According to this article 
in the Reader's Digest of Mr. John L. Louis, the 
founder of the union, he is quite happy about that. 

THE CHAIRMAN: I agree, 

MR. WASSON: He goes on to say, "Do you 
believe that efficiency must be pushed even if men 
lose their jobs? We are not trying to keep men 
in the mines to retain jobs." 

THE CHAIRMAN: I am familiar with that. 

MR. WHALEN: The substance of the brief 
is that in the opinion of this company it would be 
possible to conduct strip operations in Nova Scotia. 

We do not know to what degree this can be done, because 
we have not data as to the total resources which can be 
economically mined by strip operations in the coal 
fields, but certainly the immediate information 
available to the company and its contacts with 

Nova Scotia personnel suggest to the company that there 
is a possibility that a much more efficient strip 
operation can be conducted in the Cape Breton fields 


at the present time than exists presently in the 


Minto area. 
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Minto is $8 and some cents that the same machinery 
used in Cape Breton would achieve a substantial 
reduction in average costs. 

THE CHAIRMAN: Let us see what that means. 
Do you have out-croppings in Cape Breton? 

MR. WHALEN: Yes. 

THE CHAIRMAN: That means that you are at the 
cheapest possible strip situation? 

MR. WHALEN: Yes, 

THE CHAIRMAN: You have passed that stage 
in New Brunswick; you are down to a greater depth. 

MR. WHALEN: Yes, 

THE CHAIRMAN: So that it is always more 
profitable in strip to start at the outcrop then 
when you get down to 75 feet? 

MR. WHALEN: Yes. 

THE CHAIRMAN: But you are going down all 
the time? 

MR. WHALEN: Yes. 

THE CHAIRMAN: And I suppose every mine 
in Cape Breton is started from such an out-cropping? 

MR. WHALEN: Yes. 

THE CHAIRMAN: Perhaps not every mine, 
but in many of them you start with the out-crop and 
then you go down the shaft? 

MR. WHALEN: Yes. 

THE CHAIRMAN: I quite agree with your views 
at that time, but it is only a question of a few 
years until you ultimately reach the stage where you 


meet the conditions you are now meeting in Minto. 
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MR. WHALEN: You have to understand this, 
it is not exclusively a Government setup in Minto. 
The intention is that the Government generally see 
what can be done with regards to underground mining. 
The present Government is going to Germany this week 
to look in detail at some of these drum type machines 
which perhaps will be introduced to New Brunswick, 

I know there are some underground techniques 
which are highly preductive and that may result in 
the Nova Scotia coal field, even, in the Substantial 
increase in output per man hour. Their output 
at the present time is just over two and one-half 
tons on the average, with more efficient operations 
elsewhere, This is reflected in price, which is 
a key variable in connection with competition with 
oil. 

THE CHAIRMAN: It has been suggested 
the miners in Nova Scotia could profit from the 
opening of new pits beginning at the very spot that 
you have in mind. 

MR. WHALEN: Yes. 


THE CHAIRMAN: They are not unaware of that 


possibility. 
MR. WHALEN: The position of the company, 
you will understand, is a rather vulnerable one. We 


are faced with a straight answer from the Minister 
of Mines who does not have to give reasons for these 
things, but we felt it was of some use to put before 
the Commission this particular submission, and to 


suggest that there is a mere emotional desire on the part 
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of union officials and others not to permit the 
beginning of such operations. I think it is fair 
to say, perhaps, that this is the result of the. rather 
difficult situation that the Nova Scotia coal industry 
has been faced with. The purpose of the company 
is not to commence strip operations today in the area 
to add more difficulties to the Nova Scotia coal 
industry. 

THE CHAIRMAN: Don't you think the miners 
around Minto would have the same attitude? 

MR, WHALEN: It is a human trait, it is 
admitted, The only point is, in such an area 
we should try to look at some of the implications 
of possible developments. It has been well known 
that in the Nova Scotia coal industry, union leaders 
and company officers have talked considerably in the 
postwar years about the needs to mechanize, to increase 


output, but I also think if you look at the performance 


THE CHAIRMAN: What you really are proposing 
is to take the cream off and leave the skim milk? 

MR. WHALEN: In what sense is this the 
cream? 

THE CHAIRMAN: The top is the easiest and 


the richest, and that is what you want, to skim that 


off. 
Are you going to leave it in 


the ground? 
MR. WHALEN: .: No, they are very anxious 


to start when there will be a market for more production. 
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MR. WASSON: One of the areas where we 
propose to strip, has already been mined out. The 
lower portion of coal has been mined, and this portion 
of coal would be very difficult to get up shafts. The 
company say they cannot mechanically shaft mine this 
area, so it is coal that just lays there, 

THE CHAIRMAN: Did you give that represent- 


ation to the Honourable Minister of Mines? 


MR. WASSON: Yes, definitely. 

THE CHAIRMAN: He must have been hardened, 

MR. WASSON: There is something else I 
would like to say. We shaft mine in the Minto area 


a seam of 18 inches, and take our coal away from that 

at $8.25 a ton, I believe, and I am quite convinced, 
that with the same type of mine that we have in Minto, 

to go down in a seam similar to it and put coal on 

the car, we can do it at much less per ton, 

So we certainly have said in our brief both 
here and to the Government that within a year we cert- 
ainly will start an underground mining operation and 
we believe we can compete with o1l, even in an under- 
ground operation. It is our intention to start 
an underground operation, definitely. 

MR. WHALEN: All of our output would 
displace existing shaft production in local Nova Scotia 
markets. In (d), as well, there is a misrepresent- 


ation of the number of workers required to sustain 


ae 


an operation such as we propose. (Cf. Paragraphs 6 and 


The fact alleged in (e), that only 10 per cent 
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of the coal is recovered by stripping, cannot be allowed 
to stand. Widely verified observations indicate 

that a 90 per cent recovery is common in most strip 
mining operations, 

But the basic position taken by those who 
fear and oppose the introduction of strip mining in 
Nova Scotia is best represerited in (f), the last 
argument listed above. Such a position asserts in 
effect that if existing markets for shaft mined 
coal outside of Nova Scotia were retained, the shaft 
output consumed in Nova Scotia would necessarily be 
reduced by 150,000 tons annually, that is to say, by 
whatever tonnage was produced through stripping. Such 
a conclusion, we suggest, misinterprets the present 
coal market situation; it can only be valid if it is 
assumed that coal prices cannot be substantially reduced, 
and that, in consequence, coal markets must contract 
indefinitely. Our market surveys show, however, 
that coal which is efficiently stripped in Cape Breton, 
ean indeed dousase favourably with residual oil or with 
American coal at many inland industrial locations, or 
even at some tidewater locations, over a wide geographic 
area in Eastern Canada. 

We interpret this favourable situation as the 
result of combining efficient production technology 
with adequate coal resources in thick seams suitable 
for exploitation through stripping methods. In the 
New Brunswick coal field, with its thin seams, the 
average cost of coal per ton exceeds $6,00. By 


using the same machinery in Cape Breton, and assuming 
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1 the same cost structure we believe a substantial 

2 reduction in average cost per ton can be achieved. 

3 Even with the additional extraction costs and the costs 
4/ associated with levelling spoil piles, our company is 

5 satisfied that coal can be produced in the Cape Breton 
6 area at a price which compares favourably with oil 

7 and with the coal produced in some eastern United 

8| States mines. Under these circumstances, we cannot 


9| forsee the need to compete with existing shaft mined, 


10 high cost, Nova Scotia coal output. . In view of 

11 recent market trends, we wish merely to relocate a 

an part of our operation in Nova Scotia, which will enable 
1s us to retain our present customers, some of whom threaten 
“~ to convert to oil because of the high cost of Minto 

1S coal, and to recapture previous customers which have 

“ already begun using oil. Our aim as coal producers, 
in brief, is to maintain our competitive position 

- with respect to oil, and to supply our customers with 
ag a better product at a much lower price. We have no 
¥ intention of adding an additional burden, however 

4 small, to the already overburdened Nova Scotia coal 

a industry. All of which we respectfully submit. 

Be A, W. Wasson, Limited 

i This is all I have to say in this regard. 

, THE CHAIRMAN: We are much obliged to you. 
The essence of this Commission is frankness, and you 

@ have been very frank and have certainly given ventilation 
to these questions. You will understand the 

r position, I have no doubt. You are meeting all 

30 


over the western world the problem of the miners and 


a on eer ee 


Sf - 


“ f 


Laienecative # ovutied. & 


 beovelion of neo node seq Jaoo egete 


staoo wid Pre ataow qettoerdxe Lanotyihbes 

ar yraquwo two ,aalhg Lhogs galifLevel ddciw bi sions 
erie 

Aoterg aad sit ah beouborq ed cao L200 tad beltald: 


(ho dvivw yidervevsl seaaqmoo doidw ‘eolag 6 ts 


bogie anetess wmoe ni. beovborg Leoo ond dt 
\ 


sourres ow .aeoradamuotio sesdt xebav .20nlm eotad! - 

_hbenia Stee gatvetxe dé¢lw e¢egqmon oF Seem eft 2 @ 
> 
So welvy at ,tuqtvo [seo altook evo ,gaco Agia 


a a 
egsooley ot yierem delw ow ,ebnet? vedvam dns0et 


sidass ILtw cotetw .etdoo® evel ak nolé¢susgo m0 Zo wx8q 


~ 


eeteeuwdd sody le omoe ,svemodave ¢nese1g tro nistet of ae | 
ofulM to teon duid eft to sawsoed Ite oF: sxeva0s ot 
avad motiw STOMOT ANS avolvetq oruiqsoet of bas feos. 
svesubeiqg [soo e&@ mle wu Lho gatew nuged ybde 
sottleod svivi¢eqmon two atetabam of ef ,Ieled ak 
d¢tiw erTemogesce swe ylaqua ot Snes ,.Ilo ot. goeqeet iste 
om evel ov ,eotrq vewol dowm 8 t& touboug sotied 6 
yeyewod  tebund Lenotalabs as galbbsr 20 notéaetat 
feo sidvooe syoul heonebrudieve phaetls arid ot «iL 4 
.timdva yiluttoseqeer ew dotdw to (fA ‘Yuta 
bed¢imid ,nosssaw .W.# | 
boaget aide at yes o¢ evad I fle et eld? 

vey og beatice fiowm are of ‘WAMALLAHDS: GAT © 
woy tos .oveminect at cofeetmmcd aidd to sonease 
nolgalténey asvig yinistueo svad Sas xn OTT vrev ceed’ 


erie bnetevebsay [liw vox -Anolvdseup sao * 


J - al 


ora _ - 
ifs gittoem em so¥ .  .édueb om-evad Zr nenen 


7 


< 
ANGUS, STONEHOUSE & CO. LTD. 65 
TORONTO, ONTARIO 


Vewet’ 


1 


2 
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having their homes rehabilitated. In one particular 
area they must find homes for 25,000 miners, 

MR. WASSON: There is something else I 
did not say. There are two areas with 5 million 
tons of coal which can be taken by the strip method. 
There is something else. that really makes me feel 
bad. They are going to build a new pulp mill 
in Cape Breton and I understand they will burn oil. 

I am sure if I was an operator in Cape 
Breton I would operate at a loss, but that mill would 
burn our coal from our own Island, 


THE CHAIRMAN: It is the juggernaut of 


competition, It crushes nearly everything in its 
way. 
MR. WASSON: I think it is a shame, + 


think it is possible to dig coal both by shaft and 
strip mining to compete with oil, I am sure our 
company can go down and shaft mine and sell.coal at 
a price they would be glad to have it. 

There is another thing I could say, too. 
You must remember that the coal industry is a very 
important one in case of war. I can remember a 
few years ago when our Power Commission in Minto asked 
me to go down one night after supper to get a couple 
of loads of coal into the Power Commission at night. 
That happened many times. 

THE CHAIRMAN: That is the reason we must 
husband it and keep it. 

MR. WASSON: You must remember when we 


spend our money to buy 4 gallon of oil, we are sending 
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it off to another country. In buying coal, we 
spend our money in our own country. 

THE CHAIRMAN: I hope you use the same 
advocacy in all the provinces of the Maritimes. 

MR. WASSON: At least we should start 
somewhere. 

THE CHAIRMAN; Yes, why not right here. 

MR. GUNN: Mr. Whalen, what is your 
position in the company, please? 

MR. WHALEN: I am not in the company. 

MR, GUNN: I was interested in your remark 
regarding where the output could be increased in the 
Nova Scotia mines, I am just wondering what 
qualification you had to make such a statement, and 
if you are qualified, would you mind telling the 
Commissioner the scheme whereby the coal could be 
produced at a cheaper rate than it is now. 

MR. WASSON: In our mineral field we have 
18 inches of coal;. in Cape Breton they have 4 to 6 
feet of coal. In the Minto area we have to dig 
about 41 cubic yards of earth to get at a ton of coal. 
In Cape Breton we have to move about 20 cubic yards 
to get at it. 

MR. GUNN: I thought his ideas were 


applicable to the deep mining. 


MR. WASSON: In the deep mining in the 
Minto area we go underground. We have a shaft and 
we take out 18 inches of coal. We also have to 


take out a few feet of earth to give our mén room to 


mine coal. In Cape Breton, you only have to take 
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1 out the coal. 


2 MR. GUNN: In your pits, are you two or 
| 3 three miles from the pit mouth? 
» 4 MR. WASSON: We can go underground, The 
} 5 cost of going underground is not high. There is 
6| a cost, certainly, but it would not be anything like 
. 7] the cost of moving mud which you do not get any money 
) 8| for at all. 
7 9 MR. GUNN; How about the cost of bringing 
10] the coal from the coal face out to the pithead? 
11 MR. WASSON: Certainly there is a cost, 
121 but compared to the cost of moving, it is very small 
13 per ton, 
14 THE CHAIRMAN: What depths do you reach? 
15 MR. WASSON: In the Minto area our shaft 
16/ 35 about 120 feet deep. 
17 THE CHAIRMAN: Suppose you went down 


18! s500 feet. 


19 MR. WASSON: There would be a larger 

a0 cost in hauling. At the present time we have 

21 haulage underground for three-quarters of a mile for 
221 about 15 cents a ton, and it would still not be much 
<a more if we had to haul it even three miles. 

as THE CHAIRMAN: If you start going in from 
- the west, you get the distance that you think is 

ne economical, and they you start coming from the east 
a ro the seam does not go down too deep. 

28 | MR, WASSON: But you must remember in the 
2| Cape Breton seam they are going under the ocean four 
30 | 


or five miles, and they have six and seven tons of coal to 
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1 pay the bill. 

2 THE CHAIRMAN: But they are going in and 

3 out all the time, and you have to haul in directions 
. 4/ of 360 degrees, 

5 MR. WASSON: Any operator in the Minto 


6] area would certainly trade their position and be happy 


7H 60. 

8 THE CHAIRMAN: Have you proposed that? 

9 MR. WASSON: We are trying our best to get i 
10/ there. 

11 MR. GUNN: That is with strip mining 


12 primarily. 
13 MR. WASSON: We are proposing a shaft 
14 mine after one year. We want to take out a small 
15 amount to get to the right level, and we definitely 
propose to go underground. 

MR. GUNN: Would you suggest, then, that 
18 it is the result of the way that the officials of the 


Dominion Coal Company Limited are mining their pits 


20 that is responsible for the high cost? 
= MR. WASSON: I am not suggesting anything. 
a I am simply telling you what we can do, 
os THE CHAIRMAN: What type of a seam would 
“ig it be? 
r MR, WASSON: We propose to go down three 
26 4 

miles under a seam bed. 
4 THE CHAIRMAN: You have not done that 
28 

yet? 
| MR. WASSON: We propose to. In our own 
30 


mine we hatil three-quarters of a mile for 15 cents a ton. 
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We cannot see any great difficulty. We might be 
wrong, but we certainly would like to have a cee at it. 

MR. GUNN: Another thing I was interested 
in, and I will confine my remarks to Mr. Whalen. You 
are interested in this strip mining and you have also 
mentioned this new pulp concern that is going to be 
set up at the Hawkesbury area in Cape Breton. You 
have suggested there is a possibility that oil may 
be used in that plant, 

Do I take it that you are anticipating if 
you get the licence to strip mine, to sell your coal 
to this pulp mill? 

MR, WHALEN: I did not make this suggestion. 
I did not say anything about the pulp mill. 

MR. WASSON:; I did not say we would try 
to sell coal there. I said it is a shame somebody 
did. not sell the coal there. 

MR. GUNN: Was not the inference behind 
what you said to the effect that if you did strip 


mine, that you would use the produce from that strip 


mine? 
MR. WASSON: No, I said it could be used. 
MR. GUNN: Would you make a bid for it? 
MR, WASSON: Yes, LI think we would if we 


had a permit for it down there. 


MR. GUNN: Would not that be operating 
as against the coal produced by sue Deaton Coal Company? 
MR. WASSON: I do not think so, because I 
talked to a salesman for the Dominion Coal Company 


and he told me he had already been to see the company 
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and he certainly could not compete because oil had 
the preference, 

MR. GUNN: Who was that man? 

MR. WASSON: I met him on the plane from 
Sydney to Halifax. 

MR. GUNN: What is his name? 

MR. WASSON: I do not know his name, but 
he told me he was a salesman for the Dominion Coal 
Company and he sold coal in Halifax, 

MR, GUNN: . Who is this holder of the coal 
lease in Bras d'Or area in Cape Breton Island that 
you were dealing with in the first instance? 

MR. WHALEN: I do not know who the holder 
of the lease is. 

MR. WASSON: I did not get the question, 

MR. GUNN: On page 1 in the introduction 
of your submission you state you were approached by 
the holder of the coal lease in the Bras d'Or area 
of Cape Breton Island with a view to ascertain our 
interest in undertaking coal stripping operations on 
his property". 

My question was, who is the holder of that 


coal lease? 


MR. WASSON: Mr. McCurdy. He called 


our office. 


MR. GUNN: Is that Harry McCurdy? 
MR. WASSON: Right. 

MR. GUNN: From Sy.dney? 

MR. WASSON: Yes. 


THE CHAIRMAN: He considers you have the 
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equipment and he has not, Would it amount to that? 

MR. WASSON; Yes, I suppose. I do not 
know. 

MR. GUNN: What area was he dealing with? 
How much land? 

MR. WASSON: It is an area of about a 
mile and a half long and there are three seams exposed 
at the surface. 

MR. GUNN: Where is it located? 

MR. WASSON: North Sydney. It starts 
from the water at North Sydney and it goes towards 
the Bras d'Or area, I think I have a map in my ear. 

MR. WHALEN: It is described as the Collins 
seam, 

MR. WASSON: It is about three miles long. 
It is in the area that runs from North Sydney highway 
right through behind the park to the bottom road which 
takes in a rock seam, a mining seam going across there. 

MR. GUNN: I was interested in the fact, 
perhaps Mr. Whalen can answer this one, that if you 
did move into the Cape. Breton area for strip mining, 
would that mean that you would be curtailing your 
New Brunswick venture? 

MR. WHALEN; I think we made that point quite 
explicit. The difference is that the application 
of this equipment in the Cape Breton area,. given the 
difference in the seams and the reserves, means that 
whereas a piece of machinery will produce 100,000 tons 
at Minto, it could produce 160,000 tons in Nova Scotia 


on a different seam, The suggestion was that the 
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“emee® 


1 


2 


3 


company would relocate a portion of its operations; 

in other words it would not mean that new equipment 
would be bought, but the company's operations would 

be extended to take in the Nova Scotia portion, That 
portion of the operation used in the Minto field 

would be relocated and the increase in production would 
be offset by a decrease of 100,000 tons in the Minto 
field. 

MR. GUNN: I was thinking in terms of 
man=-power. You have so many men employed in the 
New Brunswick pits. 

MR. WASSON: We are also president of a 
company that builds roads in New Brunswick, and these 
extra men that we have in coal industry, we would 
be very happy to take the experienced men in our road 
construction, The only ones we hope to take 
to Cape Breton would be operators, special operators, 
and as fast as we can we would like to educate the 
good men of Cape Breton to fulfil these jobs, 

MR, GUNN: I had in mind the bulk of your 
working force in New Brunswick. As a result of them 
going down to Cape Breton and taking some of your 
equipment there, and some of your key men, would that 
mean a lioss of employment to the men in New Brunswick? 

MR. WASSON: No, I told you I would be 
very happy to have these men in my construction company. 

MR. GUNN: Would there be any guarantee 
of work for them there? 

MR. WASSON: I have already told you, I 


am president of both companies and I will certainly take 
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those men from our coal mines in New Brunswick and put 
them in our road construction programme in New Brunswick. 

MR. GUNN: How many men would that entail? 

MR. WASSON: We use from 50 to 75 men 
in our road construction along with trucks and tractors, 

MR. GUNN: And the men who would be un- 
employed from the coal fields would go to the other 
company? 

MR. WASSON: Yes, and we would be very 
happy to have some miners to put in our mines in Minto, 
We have brought them out from Italy and Germany in the 
last four or five years and in our New Brunswick 
industry we are suffering for men. 

MR, GUNN: Have you made any representations 
in the Cape Breton area for employees from that area? 

MR. WASSON: We have had letters from 
people asking us for jobs, and we have answered them 


and told them when we start that we will get in touchs 


with them, 
MR. GUNN: Did you get in touch with them? 
MR. WASSON: We have not started yet, when 
we start. 
MR. GUNN: I was also interested in this. 


You say that your application for a licence for strip 
mining in Nova Scotia has been turned down at the 
present moment. What are your future plans? You 
do not know, is that it? Does it look as if the 
New Brunswick coal fields, when you close down your 
operation, will finish? 


MR. WASSON: Definitely not. 
MR. GUNN: That is all I have to ask. 
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APPENDIX I, 


Caere =F 


MINISTER OF MINES 


Province of Nova Scotia 


Halifax, N.S. 
12 February 1960. 


Dear Mr. Wasson: 


Please be advised that your 
application for strip mining operations on the 
Collins seam in Bras d'Or, Cape Breton has been 
rejected. 
Yours very truly, 
SGD. E.A. Manson, 
E. A. MANSON. 

Mr. W. H. Wasson, 

W. H. Wasson Ltd., 


MINTO, 
New Brunswick. 


C.C. Mr. D.C. MacNeil, 
MacNeil, MacNeill & Colborne, 
Dorchester Street, 
SYDNEY, N.S. 
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APPENDIX II January 30/60 

STATEMENT BY A. W. WASSON, PRESIDENT OF A.W. WASSON 
LIMITED IN CONNECTION WITH THE PROPOSED COAL STRIPPING 
OPERATIONS IN CAPE BRETON: 

A few weeks ago, we were asked by the holder of a 
coal lease in Cape Breton if we would be interested in 
carrying on a coal stripping operation on his property. 
Prior to this, the only knowledge which we had of any 
coal seams in the Cape Breton area which could be strippe 
was given to D. A. Flower, our office manager, several 
months previously by Mr. Stephen Dolhanty, vice-president 
United Mine Workers of America. A few weeks after the 
information was given to Mr. Flower by Mr. Dolhanty, Mr. 
Flower visited the coal fields of Cape Breton and discuss 
coal stripping withseveral people, but did not carry on 
any negotiations with the view of starting coal stripping 
operations. Jt was several weeks after this that we 
received a telephone call from the lease holder, whom we 
had never met or talked to before. He told us that he had 
extensive cola leases in Cape Breton and was anxious to d 
business with us. Consequently, coal strip mining being 
our primary occupation, we were naturally interested and 
made a trip to Cape Breton during the latter part of 1959 
to interview the prospective lease holder. This was the 
first time I made an inspection of the Cape Breton coal 
seams, and the first time I discussed with any lease 
holder in Cape Breton the possibilites of stripping coal. 

During the past few days, several articles have 
appeared in the Cape Breton press condemning our action i 
endeavouring to start a strip mining operation in Nova 
Scotia. We do not wish to get involved in any newspaper 
controversy or to have a number of the people of Cape 


Breton take offense against us before the facts of the 
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present situation are known. Therefore, we feel that we 
are definitely entitled to defend ourselves against 


malicious attacks by those who are apparently distorting 


the facts. Again, I want to emphasize that we were invited 


to come to Cape Breton, and that we are not deliberately 
trying to force our way in. We believe that a lot of the 
people of Cape Breton have been misinformed regarding the 
effects of a coal stripping operation. Therefore, we wis 
to express our views and also relate some of the effects 
which strip mining has had in the New Brunswick coal fiel 

One of the most severe criticisms that one hears in 
Cape Breton against stripping is the effect it will have 
on the countryside. Mr. Dolhanty was very critical of wh 
is being done in New Brunswick and what would happen in 
Nova Scotia. Here again, the facts have been made known 
to the people. It is true that the spoil piles from the 
stripping operations in Minto have not been leveled off, 
to date, the Mines Department has not found it necessary 
include this in the Mines Act. Most of the area being 
stripped in the Minto area is waste or barren land and th 
is very little, if any, merchantable timber growing on th 
land which is being stripped. 

If, and when, the Mines Department finds it necessary 
to level off spoil piles, it will be done. Regardless of 
what is being done in the minto field, we have agreed tha 
when we start stripping in Cape Breton, we will level off 
all the spoil piles and plant trees on the areas leveled 
similar to that. which is being done in the coal fields in 
the United States. Will this disfigure or improve the 


appearance of the countryside? 


Strip mining is being carried on today in all countrie 


ut 


re 


where there are coal seams which can be mined by this method 


and we believe statistics will prove that where strip mining 
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is being carried on in conjunction with underground mining 
the economy of the area is better than where underground 
mining only is being carried on. 

In the New Brunswick coal fields, the Stripping method 
has done a great deal for the industry. Production in the 
field during the uear 1937 was approximately 360,000 Tons. 
At this time, very little coal was being strip mined. 
Approximately one thousand men were employed in the area, 
During the early part of the war a number of the coal 
operators changed practically their whole operation over t 
strip mining. This caused the same ery which is now being 
heard in Cape Breton. The coal field would be depleted inla 
Short time, the countryside ruined, and a large number of 
men would be thrown out of work etc., etc. 

In spite of this, strip mining was introduced in New 
Brunswick on a fairly large scale and since the war years 
the production has grown steadily from year to year, and 
for the year 1959, we believe that the production will be 
in excess of one million tons, an all time record for the 
field. This has happened in years when coal has been deal 


several severe blows by competitive fuels, and it has been 


done with very little financial assistance from either the 
Provincial or Federal Governments. I think, if the records 
were compared, you would find that for the same period the 
Nova Scotia industry has shown a@ reverse trend. There are 
over 1,000 employed in the Minto field at the present time. 
As a matter of fact, during the past few years there has 
been a shortage of underground miners and many immigrants 


have been brought in. This is due, to a large extent, to 


i) 
nN 


miners leaving the pits for more lucrative jobs in strip 
mining where working conditions can be maintained far 
superior to underground. The rate of pay in strip mining 


in the Minto field in comparison with underground mining 


is much higher. 
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The equipment which we propose to move to Cape Breton, 


consisting of a 3 yd. dragline and a 7 yd. dragline and We 
several smaller machines, will mine approximately 100,006" b 
tons of coal per year. Therefore, the production of New 
Brunswick should drop by 100,000 tons, and due to the 
thicker seams of coal in Cape Breton than in the Minto 
Field, the production in Cape Breton should increase 
considerably more than 100,000 tons. However, the over- 
lying rock and shale in the Cape Breton area being much 
harder than that encountered in he Minto area, may reduce 
the yardage which our draglines are capable of moving. 

As our 7 yd. dragline is now working under contract 
in the Minto Field, we cannot move it for a year, but we 
can move a 3 yd. dragline to Cape Breton immediately. At 
this point we might add that we will start an underground 
operation approximately one year after we get our strippin 
operation started. The coal, which we will strip mine in 
Cape Breton, will be coal which we understand cannot be 
mined economically underground due to the nature of the 
material overlying the coal and on account of it being 
too near the surface. In one of the newspaper articles, 
Mr. Dolhanty stated that the coal which we would be mining 
is of a high sulphur content and would have to be marketed 
in N. S. We have had samples of the coal analyzed and the 
result does not bear out Mr. Dolhanty's contention. 

In order to carry on the type of stripping operation 
whichwe are planning for Cape Breton, we will employ 
between 60 and 70 men. Except for a few key men, probabl 
10% of the total, we would employ all local men as it is a 
definite advantage to have local employees. The monthly 
cost will run from $40,000 to $60,000 per month consisting 
of wages, electric power, oil, grease, repair parts and 
many other miscellaneous supplies. In any of our 
construction projects, it has always been our policy to 


the eunnites which it is possible to obtain 
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1} from local suppliers. Therefore, a very large percentage 
2| of the cost of ajstripping operation in the Cape Breton 
3 || area will remain with the people. Cn any progressive 


thinking person forsee this as a threat to the coal 


4 
industry of Cape Breton? 
5 
6 ‘ 
APPENDIX III 
7 


Number of Men Required ina Stripping Operation with 
8] 2 Draglines and 2 Tractors Working 3 Eight Hour Shifts 


6 Operators 


10 ca ba 
Oo Oilers 
te 6 Pitmen 
12 6 Tractor Operators 
13 1 Shovel Operator 
14 6 Truck Drivers 
15 4 Clean Up Men 
2 Mechanics 
16 
1 Mechanics Helper 
7 
2 Welders 
18 Be 
6 Drillers 
ad 2 Explosives Men 
20 3 Pumpmen 
21 1 Service Man 
22 5 Men at Loading Plant 
1 Pit Foreman 


1 General Foreman 
1 Clerk 


1 Storekeeper 
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1 APPENDIX IV. 
2 STATEMENT BY D. A, FLOWER, OFFICE MANAGER FOR 
3 A. W. WASSON LIMITED, IN CONNECTION WITH THE PROPOSED 


4 STRIP MINING OPERATION TO BE CARRIED ON IN CAPE BRETON. 
a LEY ON IN CAPE BRETON,. 


5 During the past few days, a number of news articles 
6| have appeared in the Cape Breton press strongly opposing 
7 the coal strip mining operation which our Company is 
planning to carry out in that area. 

Most of the articles seem to have originated from 
or have been influenced by Mr. Stephen Dolhanty, local 
Vice-President of United Mine Workers of America. T am 
at a loss to understand the attitude which Mr. Dolhanty 


12 is taking at the present time, as it was definitely due 


13 to information which he gave me on several occasions that 
14|| we became interested in stripping coal in Cape Breton. 

15 several months ago, Mr. Donhanty was in the Minto 

area negotiating wage contracts, and while in our office, 
he very enthusiastically described in detail various areas 
in Cape Breton where strip mining could be carried on. 
This was the first time that I learned that there were coa’ 
seams in Cape Breton that could be strip mined, as I was 


20 always under the impression that the Cape Breton coal seam 


were very deep and pitched at a steep angle. As strip 
mining is the primary occupation of our Company, I nat- 
urally became very much interested in the information whic 
Mr. Dolhanty gave me, and as he was leaving our office, 
I told him to locate a good stripping area for us and we 
would go to Cape Breton and start a stripping operation. 
He in turn gave me a very cordial invitation to visit 
Cape Breton and assured me that he would show me around 
the coal fields. 

During the latter part of August 1959, I made a trip 


to Cape Breton and spent some time in the Sydney area. 
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While there, I visited Mr. Dolhanty at the offices of the 
United Mine Workers of America and also made several other 
contacts with people familiar with the coal mining area of 
Cape Breton. It was shortly after this that I received 
a telephone call from a leaseholder in Cape Breton who had 
learned that we were interested in he coal areas in Cape 
Breton, ayahé was anxious for us to start a stripping 
operation on his property. 

During the latter part of November 1959, 
Mr. Dolhanty and Mr. Morrison of the United Mine Workers 
were in our office and Mr. Dolhanty again seemed 
very anxious to discuss strip mining in €ape Breton. 
He stated that while he and Mr. Morrison were driving 
from Cape Breton to New Brunswick, they had discussed 
various places where strip mining could be carried on 
in Cape Breton. He deseribed the outcrop of one particula 
seam in glowing terms and to use his own words, he stated 
that: "It extended as far as the eye could see." I eanno 
understand now why Mr. Dolhanty, in such a short Gime, has 
become so opposed to strip mining coal in Cspe Breton. 
I was of the opinion that he was anxious to get strip 
mining started, and it was due to the information which 
he gave me that I became interested in having our Company 


start a strip mining operation in Cape Breton. 


Minto, N.B. 


January 30, 1960. 
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MR. GUNN: 
Mr. Commissioner, at this moment in order 
to keep the matter in chronological order, I would 
like your permission to call Mr. Stephen Dolhanty as 
a result of something which arose from this particular 
brief which is Exhibit 18. He would like to make 
a statement and also as president of the UM.W., 66 
carry on with presentations of his brief. 

MR. DOLHANTY: I might say at the start, 
Mr. Commissioner --- 

THE CHAIRMAN: Who do you represent? 

MR. DOLHANTY: I represent the United 
Mine Workers of American as a vice-president of 
District 26 which takes in New Brunswick, and Nova 
Scotia. 

It comes as a surprise that this brief 
has come before the Commission. I question -- 
although I do not want to suggest or to cut out the 
exact work of the Commission, but I question the place 
it would play in your investigation down here, because 
I doubt -- it is a personal opinion ~- whether our 
Honourable Prime Minister Mr. Diefenbaker would have 
appointed a Commission to come into the coal fields 
in this area if it was just a pure question of 
economics, and there were no main distrubances or 
chaos, 

It is quite clear from the start in respect 
to the presentations and the facts and statistics in 
the Minto fields, that strip mining is not conducive 


to the employment of labour. It really falls on 
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high capitalization, which is grudged going outside 
of our area, 

THE CHAIRMAN: There is no doubt about 
that. 

MR, DOLHANTY: There is no doubt about 
that, and I also was a little Surprised it would appear 
here and not in the Province of Nova Scotia, The 
question of efficiency and the question of coal 
mining generally has been questioned and described in 
my Opinion very poorly. 

THE CHAIRMAN: You need not concern yourself 
about that. I fancy that it was put in here because 
of the advanced date of this investigation, so it 
does not make any difference what place it is put in. 

MR. DOLHANTY: That is possible. I am 
leading up to say that on page 1 of their brief it 
reads, "The only prior knowledge which we had" -- that 
is Mr. Wasson and his company speaking -- "of the 
coal resources in Nova Scotia suitable for mining 
by shipping methods, was given to us by Mr. Stephen 
Dolhanty District Vice-President of the United Mine 
Workers of America early in the summer of 1959", 

It appears to me that if that is their very 
first knowledge of the coal resources in Nova Scotia 
and the peculiarities which differ greatly than those 
of Minto, if that is their first information of it, 
early in 1959, they must have assimilated a lot of 
information in that short time. 

Tt is true, Mr. Commissioner, that always and 


everywhere, I and all the district officials of the 
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United Mine Workers of America, and it is part of the 
reason why we are as large as we are, that the United 
Mine Workers of America officials have consistently 
spoken of the importance of coal as a natural resource 
and the importance of employment and what have you to 
the Province of Nova Scotia and New Brunswick. Any 
construction that Mr. Wasson or his company might 

put on any conversation we had with respect to coal 

in the Nova Scotia area, may I take the opportunity 

of telling the Commission and Mr. Wasson that in no 
way could our conversation be construed that we 

were inviting strip mining into Nova Scotia, basically 
for this fact, that our type of mining is not 
susceptible to strip mining. 

In Saskatchewan and in New Brunswick they 
have a broad seam, whereas it has been described that 
all our seams are submarine going well into the Atlantic 
Ocean. It is quite true, that as you said, what 
strip mining does in the east would be to skim the 
cream off the crop of our coal. 

Another thing was, if you can strip in Nova 
Scotia, to my knowledge, and the Commission can find 
this information out in Nova Scotia, would they not 
be interfering with a seam with its potential, both 
in quantity and quality. It is true that in the 
area they are talking about as Mr. Wasson said, that 
the area had been worked out, but let me tell the 
Commissioner this, to give you an indication of the 
percentage of coal that they can take out of the seams 


of Nova Scotia, it may be well to go to the application 
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that was made before the Nova Scotia Government by 
Mr. Wasson where he indicated he was asking for permissio 
to commence the strip operation on the Collins seam. 
You can find information ~- and this can be verified 
by the newspapers and in the Department of Mines of 
the Province of Nova Scotia -- that in May of 1957 this 
area where he has made a specific request to strip, 
the Bras d'Or Coal Company Limited made application 
to open a mine which they called the Atlantic Mine. 
They had previously been working the Franklin Mine 
down the road about a mile with the intention of taking 
their crews with them. They made application to 
open this area in which they said themselves there 
was a potential of 250 to 300,000 tons of good quality 
mineable coal. The Provincial Government in 
Nova Scotia assisted them by direct financial means. 
They gave to this company $50,000 at that time, to be 
paid back on the royalty on this mine. They only 
worked 11 months, extracted I would imagine about 8 
to 10,000 tons of coal. You can check the applicatio 
in the Mines Department. It is proposed that 
approximately 50,000 tons would be taken out of that 
area, which it suggests that they would take out less 
than one-third of the potential coal that was described 
by this very same company to sub-lease this area to 
Mr. Wasson and his company. That, in itself, will 
give you an indication of that area not being susceptible 
to strip mining. 

Even further back than 1946 in the Royal 


Commission, the Duncan Commission, it was suggested that 
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in the seams in question, those areas were of such a 
nature and the quality of coal was of such a nature 
that it was not profitable to mine, That might 
have been a prudent policy back in those years, but 
with the modern method of cleaning and preparation, 

it is no longer applicable to those seams. Every 
Seam in that area has a potential of many millions 

of tons of coal that will be mined some day. 

We suggest, and we argue against strip mining 
not only because of the confusion that it will cause 
in this already confused coal industry in regard 
to the mere? of markets, not only that, but we 
suggest it will destroy forever the material and 
economical approach to that seam of coal, 

May I tell the Commissioner this, that he 
will find that on the number seven seam in the Little 
Pond Area, Dosco entered into a contract with D.W.R. 
Mills of Minto to strip that mine. He operated 
it for them and they went in and agreed to settle 
it one way or another. In the process of this 
strip mining, they stripped across the face about a 
mile away from the seashore. They stripped across 
the face of a beautiful seam of coal there, After 
he pulled out, Steve Coleriige attempted to go underground 
to start an underground mine. They worked that 
for about a year and they found out one morning they 
had no mine. At certain times in the season they 
could not operate it because of excessive weather. 
Another mine inthe McCurdy area is operated just 


below that in another seam of coal, the Indian Coal 
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Company which is the upper seam of Jubilee, that 
operator has said that because of the terrain and 
the nature of the terrain, that if he Stripped across 
that ridge, that within two months he would have to 
close his operations. They have in the vicinity 
of 1100 to 1400 employed in that area digging coal, 

Our attempts to go underground after the 
strip 1s completed is clearly not feasible. The 
attempts of old Steven Coleridge who had all the latest 
techniques to attempt to do that job went to no 
avail. So there was nothing personal in this 
question. it is just a question of the seam of 
coal not being susceptible to strip, and the only 
possible thing that can be done is the destruction 
of our coal seams, which you said yourself, Mr. 
Commissioner, a little while ago, it is an important 
resource and we should conserve at least as much as 
possible for posperity. It is not ours to destroy. 
That is why the U.M.W. oppose it, because it is a 
destruction of an important resource, 

It seems to me it would only afford an 
operation of not more than 10 years, and it would 
be in that ten years a larger operator than the 
Dominion Coal Company Limited. Another operator in 
Minto has been interested in another area there, and 
it looks like if this man comes in to that area, we 
will have three strip operations and further chaos 
in the matter of social upheaval. Those are the 


reasons U.M.W. oppose this strip mining operation, 


sir. 
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MR. WASSON: One thing Mr. Dolhanty 
brought up disturbed me. He said the Bras d'Or Coal 
Company received $50,000 revenue from the Provincial 
Government or from some Government to open up this 
mine, And he said he only ran it eleven months 
and had to close down, That only backs up my 
statement. 

THE CHAIRMAN: We have allowed this 

to go crazy. 

MR. DOLHANTY: I think greed came in the 
picture there, sir, 

THE CHAIRMAN: It is a matter for the 
Nova Scotia Government, and I would not presume to 
advise them one way or another about the approval 
of a lease, That is beyond any scope of this 
Commission, | 

MR. WASSON: May I suggest the Provincial 
Government suggested this would be brought up before 
the Rand Commission, This is something which should 
be given consideration. 

THE CHAIRMAN: It may be indirectly, but 
certainly not directly. I will not attempt to 
tell the Nova Scotia Government what it ought to do. 
Once we know what the conditions are, I think we have 
to leave Governments alone. 

MR, DOLHANTY: I think the Minister of 
the Provincial Mines Department of Nova Scotia will 
clearly state as far as the mining methods to be used, 
the whole Act would have to be changed by recommendations 


of this Commission in order to conform, and I don't 
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think the Commission would go that far. 

MR. WASSON: I do not think there was any 
legislation changed when they were carried out before, 

MR. DOLHANTY: It was brought into that 
area over the heads of the workers and over the heads 
of a lot of people, and it got into development 
because the coal industry was disturbed as they are 
now. It was a shame and a crime because they 
destroyed millions of tons of coal in that particular 
seam, which can only be obtained by going back maybe 
half a mile or a mile and going into a rock tunnel 
below the sea in order to obtain that seam. That is 
not a normal way of approaching a seam. 

THE CHATRMAN: We have ventilated this 
pretty well. Mr. Wasson is very persuasive, and 
I suggest a trip to Halifax will probably be most 
effective. 

MR. WASSON: I make quite a few trips to 
Halifax and I think it is a personal matter. I think 
the U.M.W. are hollering their heads off down there 
and the Government is scared. 

MR. DOLHANTY: The protection of the 
New Brunswick operators is at stake here. We do 
not want to separate our interests from Nova Scotia 
or New Brunswick or vice versa. We know that area. 
They have a market for this coal, and we also know 
if this coal is mined, if you are going to look at the 
marketability of this coal, it will be marketed in 
the local regions, and it will be marketed to the 


disadvantage of the men who are already in this area 


que. cite etted, satiate nas sMO@2ap 
,e1cted duo bo faqeo. evew yout ¢ 


tact oth syne esw ¢l 9 setWAmIOd Bamnd 


sheet oft 1eyvo bere sxecltow eid 26 absest edt neve sete a t 


Jnamgolsveb ogmi tog Jf baw  .elqoeg ‘Yor tolys to 
exe yen? af hedaodeth caw yuteobat Laos eit eaueosd 


yond seusosd omito e bas emade @ aswedl © .wor 


“ eluoieveq tat at £g09 To sno? lo anohifim beyortesh 


satid 


adyse Neosd aniog 4d beoletdo ed vino aes cloidw .msee 


fennvt dooun 3 otel gitlog bas alia 6 so -elim.e tied 


tant wisea gare ofetido od vebto mi ase edd? woled 


eee 8 poldoaciggs Io yew Lemons don 
trig batelitmey syen ov :WAMALAHS SHY 

bre ,svylesvaveq yey Bf fopeeW .aM low udder 
teom ed yidsdoug Litw xeitish of qind 8 dasagnva tT 
-ovigooeolte 

of} egicd welt « ottup salem J sMOZ2AW AM “ 
j vwetijien Isnoaveq @ ef tt staid? IT bas AertLelt 
o1ei3 mwob lic ebsed whe? guivellod exs..WsM.U edd 
sbetace ab ¢nemrrvod eit bae 


eit to nolvoasoug eft :YQVARION . AM 


Ob. ow -e7ed ovata ge ef atotaetego aolweavsd wet. 


Eijoog svuoli mov) aceenstol. «avo eseneqee.o¢ tacw dom 


.6078 Jéie word eW -batey goty wo AolwenwndG wel go: 


odd te Mool ot gatom ora soy 24 .benta eR? Leon aldd 2h 


sets eié3 of yoseuls ove orlw mem odd to ep 


woah oocf2 ew bas .feer eidy +02 weave 2 sven yed? 


st bogedven ad Iftw th ,feos elds Yo yiilidater 


ot of betediem od Litw tf bos .onolget faeoh st 


a Seri 


a - i 


< 
ANGUS, STONEHOUSE & CO. LTD. 92 
TORONTO, ONTARIO 


1 and there will be confusion in this area, even more 

2 than in Nova Scotia. 

3 THE CHAIRMAN; We now know what the situation 
4 is, and it isn't one to be entered into without getting 


5 facts. That is the first thing that we are dealing 


6| with here, 


7 With Mr. Wasson's energy and resourcefullness 
8/ and ideas, I have no doubt that he will achieve 

9] whatever may be possible, 

10 MR. ELLIS: The next brief will be 

11] presented by Mr. J. Streeter on behalf of the Avon 


12 Coal Company which will be Exhibit 19. 


13 
«=~-EXHIBIT NO, 19: Submission of the Avon Coal 
14 Company. 
15 
SUBMISSION OF 
16 


THE AVON COAL COMPANY 
APPEARANCE: 


Mr. J. Streeter 


MR. J. STREETER: Gentlemen, we very much 
appreciate the opportunity to make a submission to the 
Royal Commission on Coal and to outline some of our 
present problems and some of the difficulties we 
expect to encounter in the near future. I think 
you have met Mr. James Streeter, my brother, and 
Mr. Jackson who are here with me. 

It is believedthat the New Brunwick Royal 
Commission on Coal will make its findings available 
to the Commission. A broad picture of the industry 


as a whole will be given, together with pertinent facts 
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Such as the number of men employed, amount of wages 
and salaries, capital invested, etc. The Royal 
Commission's findings will no doubt bring out the ways 
in which the Provincial Governments in the last ten 
years have increased coal operating costs generutty 
first by increasing in 1950 the cost of power by 25 
per cent purchased from the New Brunswick Electric Power 
Commission, second in 1951 by increasing the royalty 
paid by 50 per cent from 9 cents to 14 cents per ton, 
and lately by the imposition of a sales tax of 3 per 
cent on the purchase of explosives and wire rope, 

It is to be hoped that there will be a recommendation 
for the elimination of these increases to enable the 
industry to exist under market conditions which, in 
the future, will be extremely competitive. 

In the near future additional sources of 
Bunker "C" oil will be opened up, with the necessity 
that this be marketed. If the Minto coal industry 
is to be spared the impact of this competitive fuel, 

a market for the oil must be found and the logical 
market would seem to be that which now is being served 
by the import of residual oil. It is felt that 
higher rates of duty on such oil might bring about 
this desirable situation. 

Markets exist within the Province, chiefly 
in the pulp and paper field, for a large tonnage of 
New Brunswick coal. These outlets have been 
retained largely through a programme of coal benefic- 
dation -- washing and drying -- and also with the help 


of the Provincial Government. It is hoped that the 
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1 paper industry will continue to patronize our industry, 
2|| but we are afraid that competition from residual oil 


3|| will become more severe. 


4 THE CHAIRMAN: In what way did the Provincial 
5 Government help? You say it helped the industry. 
6 MR. STREETER: Mr. Commissioner, it has 


7 been our understanding that officials of the Government 
8 have been instrumental in talking to the companies 

9 and persuading them to remain with coal for the 

10|| time being. 

11 While the Province exports a relatively small 
12| percentage of its total production into the 

13} Provinces of Quebec and Ontario, the tonnage is of 


14| tremendous importance to those operators who enjoy 


15| these sales. They are made possible only by 
16 subventions and, with the increasing competition from 
17 oil and natural gas, it is doubtful if even the 
18 present subventions may be adequate to maintain these 
19 markets. Much has been said in comparison of the 
20 economic situation of the East with that of Canada as 
21 a whole, and many suggestions have been made to improve 
a the Eastern Canadian situation. It would, therefore, 
seem to be a great mistake for subventions to be 
placed on an inadequate basis which would have the 
effect of hurting rather than helping one of the main 
industries in the East -- the coal mining industry. 

In the New Brunswick industry the mining 
of coal by the stripping method has assumed very large 
importance, with 80 per cent of the coal produced 


being done by stripping. This type of operation 
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requires a continuing investment of large amounts of 
capital in plant and equipment, and several millions 
of dollars are now so invested. To secure complete 
mechanization these large expenditures for heavy 
machines are necessary, and it is only by complete 
mechanization that costs can be maintained at a level 
low enough so that prices may be competitive. 
Necessary funds could not have been secured in many 
cases if it had not been for loans made available 
by the Dominion Coal Board through the Operation of the 
Coal Production Assistance Act. It is hoped that 
more Government assistance of one kind or another may 
be procured, Submitted by Avon Coal Company Limited. 

THE CHAIRMAN: Do you think really that 
the coal industry ought to be maintained at no cost 
at all? You see, in other countries they are 
meeting this in several ways. In one statement 
I read about a particular country they were not 
capable of meeting a dying industry. The coal 
itself does not die. Its life may be postponed 
for some time, but what is the limit of the amount 
that you think should be given to maintain a certain 
level of production? Suppose you said, and we 
will confine ourselves to New Brunswick and I am just 
making this suggestion by way of supposition -- 
supposing you said that you are placed in a position 
of jeopardy in the New Brunswick market. 

MR. STREETER: Our own company? 

THE CHAIRMAN: The Minto area as a whole, 


I would say if you have a natural market, it is the 
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Province of New Brunswick. Supposing you set out 
to retain that in the face of all sorts of competition, 
what would that amount to, in the reduction of your 
annual output? 

MR. STREETER: About slightly over 50 
per cent, between 50 and 60 per cent of our total 
production is consumed within the province, 

THE CHAIRMAN: Where is the balance of 


50 per cent consumed? 


MR. STREETER: We ship to the State of 
Maine. 

THE CHAIRMAN: What percentage do you ship 
to Maine? 

MR. STREETER: To the State of Maine we 


would ship about 35 per cent. 


THE CHAIRMAN: That leaves about 15 per 
cent. That goes into Quebec, does it? 

MR. STREETER: No, it would be 20 per cent, 
anyway. 

THE CHAIRMAN: How far west does that go? 

MR. STREETER: We ship almost as far ag 


to the Ottawa district. 


THE CHAIRMAN: What is the subvention per 


ton to Ottawa? 


MR. STREETER: It is the same as Nova Scotia, 
70 per cent. 

THE CHAIRMAN: 70 per cent? 

MR. STREETER: Yes. 

THE CHAIRMAN: The average of your production 


here shows, the average for the field shows that you come 


wath Chiepernees® pablo 
"ie ar iiaiet dodh \ le aie 
Tedoit ao 16 tnas wsq 02 hme 02 neowies Ve tea 
Leontvong sid nitddtw beimemoo at ese 
xo sonetad vitt at oval | naettane aie TOU 
| Themumnoe Fmeo Teq OF 
to etaté ont ot qtde ew AIT WUAT! im ails 


qtia Box ob agovnsoxeg ted :‘WAMAT ANOS HHT le Bi 
teatem og 

ow avis lo etare edt of ‘RETaSATS . AM 
.ddeo ¢eq @€ tuode qina bluow 


a 


seq @i sueds ssvesl dedT ‘MAMALAHD HHT 
fei soob ,secdewp otmt seg tent"! Terese 
-taee eq OS ed Biuow ff ov :EPSRATS . AM ; i 
top Seti 2905 ¢eew isl woH :MAMHIAND AZHT ‘ \ 
ae tat de feomfs qitte oW |  ARTAMATE AM t' 


dobtderb awedz0 eft o¢ | 
usq dob¢heydda oft et ded :MAMAIAHO ZHT 
cawad$O of aod 


.stvook syow an eames one et #T :ABTEARTS . AM 


cdvéo coq OY :WAMAIANS SRT 
.oeY AOTORATES . AM 
rotjodbexq thoy Jo skeveve edt AMRTANO! Sier 


omco voy deit swore Glott ede’ 76% sgereve « 
’ | Neg 
“48 ; ae 


SS 
a ee 
e 


< 
ANGUS, STONEHOUSE & CO. LTD. 97 
TORONTO, ONTARIO 


out with a fairly substantial profit on each ton of 
coal, $4.47 in 1958, The average value was $8.37 
and the average labour cost was $3.11, with electricity 
and fuel at .79 cents, leaving the net return at say 
$4.47 cents a ton. There would be, I suppose, 
income tax, 

MR, STREETER: I am not familiar with 
those particular figures, but I have the figures of 
the Dominion Coal Board showing that the area in 1958 
made a profit of 20 cents a ton. 

THE CHAIRMAN: That was only for the 
purpose of the subvention, wasn't it? Was that 
the actual cost? 

MR. STREETER: No sir. 

THE CHAIRMAN: We will check that up. 

What did you say was your profit? 

MR. STREETER: Our profit has been less 
than 3 per cent of our capital investment for the 
last three or four years. 

THE CHAIRMAN: Would you give me a 
statement of your last three years, the actual returns? 

MR. STREETER: I ean file it with you, yes. 


THE CHAIRMAN: Because your whole operation 


has been strip mining. 


MR. STREETER: They have, yes sir. 
THE CHAIRMAN: To what depth? 
MR. STREETER: To a depth of up to 70 


feet, 75 feet, with an average of about 40 feet. 


THE CHAIRMAN: What is the nature of the 


material that you have to remove? 
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MR. STREETER: It is sandstone, shale. 


THE CHAIRMAN: Are you familiar with the 


Saskatchewan operation? 

MR, STREETER: I am not myself, sir. 

We have to blast everything and our costs are higher, 

THE CHAIRMAN: In 1958-59 according to 
the latest return of the Coal a iduaes be had a profit 
before income tax of 70 cents a ton, that is the 
average for New Brunswick, not your own company. 

That is the average New Brunswick produced, 

MR. STREETER: The figure I have for 
the Dominion Coal Board is 20 cents a ton. 

THE CHAIRMAN: This is for 1958-59, the 
end of March 1959. It is the latest report of the 
Board. It shows the average for New Brunswick 
$8.20. No, the total income was $8.70 and the 
cost was $8., leaving a net return before income tax 
of 7O cents a ton. That is the average for the 
whole field. You have not seen this report? 

MR. STREETER: No, but I think that is 
not the figure for 1958-59. Are you sure it is 
not 1956 or 1957? 

THE CHAIRMAN: 19575 yes. This is 


the report for 1958-59, but 1958 is reduced. 


MR. STREETER: It is reduced to 20 cents? 
THE CHAIRMAN: From 70 cents. 

MR. STREETER: Yes. 

THE CHAIRMAN: Due to loss of your markets, 


or what? 


MR. STREETER: No, I do not think so. 
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The labour cost is a factor to some extent, the cost 
of supplies has gone up terrifically. 

THE CHAIRMAN: Do you mean to say that has 
come down 50 cents from your net revenue or your 
revenue before tax deductions. 

MR. STREETER: Before income tax. 

THE CHAIRMAN: And from that 20 cents 


you deduct income tax? 


MR. STREETER: Yes. 

THE CHAIRMAN: Is that shown on your own 
statement? 

MR, STREETER: Yes. 

THE CHAIRMAN: And you will let me have 
that? 

MR, STREETER: Yes. 

THE CHAIRMAN: I cannot imagine anything 
more difficult. What limit are you going to 


place on the amount of subsidy by which you support 
an industry that in an economic sense is incapable 
of looking after itself? 

MR. STREETER: We think the present subsidies 
are sufficient. 

THE CHAIRMAN: Yes, they thought that was 
so a few years ago, but conditions changed and next 
year you may find it is not sufficient. Then what? 

MR. STREETER: The refinery will make 
quite a difference. 

THE CHAIRMAN: Yes, and if you are in 
business you have to employ some degree of economics? 


MR. STREETER: We are trying all the time 
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to do that, sir. Of course one of our greatest 
problems has been the loss through washing and drying 
our coal, We have had to do this to maintain 


the markets, and that has been a terrific cost. 


THE CHAIRMAN: What market? What did 
you say? 

MR. STREETER: To maintain our present 
markets. We hope some saving will come through 


the further process we are about to start very shortly. 
Our losses have been 28 to 30 per cent of our raw 
product through washing and drying the coal, which is 
very high. We hope, by further refinements 
which we are trying to develop, that we can reduce 
those losses. 

THE CHAIRMAN: I have no doubt that you are 
hoping for that. The large difficulty is to get 
some idea of the principle of what is called, and is 
in effect, an artificial support, whether it can be 
justified? 

MR. STREETER: I think you and Professor 
Smith discussed that, and the justification that he 
gave is probably the best one. It is the only one, 
really. 

This is a national economy, and if you are 
going to try to bring about the advancement of the 
nation as a whole, and if Central Canada can justify 
their tariff of a very similar nature, there is no 
difference between a tariff and a subsidy, so far 


as I can see. If the rest of Canada. is to have 


their tariffs, we can justify our subsidies. 
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THE CHAIRMAN: Except this, these last 
few increases have not resulted in corresponding 
increases in tariff, corresponding to the increases 
in subsidies. You have a more specific situation. 

MR. STREETER: I certainly agree. You 
are looking for the limit? 


THE CHAIRMAN: Yes, some rational 


conception of what can be the basis of what can be 
applied, We can go ahead meeting this situation, 

but if you are increasing the subsidy, you will reach 

a point where you can put that money to better 

advantage somewhere else. I suppose you are intereste 
in promoting other industrial activity in the Province, 
and it is very difficult to bring that about. 

MR. STREETER: We are not trying to rely 
completely on subventions. We are trying to do our 
best in our own company. 

THE CHAIRMAN: I think you are, The 
difficulty lies in the nature of the situation. 

| MR. GUNN: I have one question. Do 


you get any assistance at all from the Provincial 


Government? 
MR. STREETER: No we don't, sir. 
MR. GUNN: The subvention is the only 


assistance you get from the Federal Government? 
MR. STREETER: Correct. 


MR. GUNN: That is all. 


---Luncheon adjournment. 
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1 ---Upon resuming at 2.30 p.m, 
2 
3 MR. ELLIS: Mr. Commissioner, I would like 


4 to present William H. Marsh who will present the brief 


5| on behalf of District 26, United Mine” Workers of 


6 America, This brief becomes Exhibit number 20. 

7 

8 -~--EXHIBIT NO, 20: Submission of District 26, 

9 United Mine Workers of America. 
10 SUBMISSION OF 

11 DISTRICT 26, UNITED MINE WORKERS OF AMERICA 


12/ APPEARANCE: 


13 Mr. William H. Marsh 

President, District 26, United Mine Workers of 
14 America, 
15 MR. WILLIAM H. MARSH: Mr. Commissioner, 


16 gentlemen, District 26, United Mine Workers of 


America, are most gratified for this opportunity of 


18 presenting our views on the New Brunswick coal industry. 
19 We are pleased that the Federal Government has deemed 

2 the coal industry sufficiently important to appoint a 

- Royal Commission to investigate the problems that are 

ad besetting the industry in both Eastern and Western 

23 Canada. We are particularly pleased with your 

= appointment to this important task and we feel certain 
25 


that some solution to the long range Canadian coal 
m production and marketing problems will emanate from 
your investigation. 
We wish to indicate to you that this submission 
to the Royal Commission will be rather abbreviated 


because at the time of the writing of this report the 
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the findings of the Royal Commission on the New 
Brunswick Coal Mining Industry were not available to 
the United Mine Workers of America, We do, however, 
wish to emphasize that when the recommendations of this 
Commission become public that we may supplement this 
brief by either a written or oral Submission at a 

later date, 

Coal production in this Province was 993,821 
tons in 1959. The New Brunswick Power Commission 
consumer 161,416 tons of this production in 1959. 

This is a large scale single market which the New 
Brunswick coal industry could ill afford to lose, 

It has been indicated that the future generation of 
electricity would consume huge amounts of foreign 

oil instead of natively produced coal which is returning 
a substantial income to a large and important 

segment of the population of New Brunswick. 

The coal mining industry in this Province is 
now providing an income of approximately ten million 
dollars a year to the people of New Brunswick, We 
firmly believe that an industry of this size should not 
be allowed to deteriorate to any extent, but should be 
given every advantage possible to enhance the prosperity 
of the people of the Maritime Provinces in general, 
and the Province of New Brunswick in particular. 

During the last ten years, coal production 
has almost doubled in this Province -- for instance, 
the total production in 1948 was 519,599 tons, and in 
1959 the production reached a total of 993,821 tons. 


This has been the most significant percentage-wise 
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increase in any coal producing province in Canada, 
and furthermore the profits derived from this production 
are most lucrative. 

The coal mining industry in this Province is 
plagued by a relatively low wage rate and by that we mean 
low in relation to the wages paid in other coal mining 
provinces in the Dominion of Canada. Productivity 
is fair in the shaft mines and good in the strip mining 
operations, but wages paid to the employees continue 
to be on a sub-standard level. 

Another disturbing factor that affects all 
the citizens of the Province is the shameful condition 
in which the worked-out areas are left by the dragline 
Operators. Hundreds of acres are pockmarked with deep 
craters and mountains of rock and shale, These 
pits gradually became filled with stagnant water 
which have claimed the lives of at least three children 
in the last couple of years. We have information 
that the strip mining operators in the United States 
pay approximately ten cents (10¢) per ton to rehabilitate 
the land. District 26, United Mine Workers of 
America, have pleaded with the present Government and 
the previous government to enact legislation to compel 
dragline operators to undertake a programme of reconvers+ 
ion of the land that has been left ruined, and we fully 
expect that this will be one of the pertinent points 
recommended by this Commission. 

Another matter which is causing considerable 
concern to the United Mine Workers of America is the 


amount of unemployment that exists during the warmer 
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months of the year in the mining area of Minto, New 
Brunswick, Many mine workers are only working three 
or four days per week, while some operators are compellin 
their men to work seven days per week, This 
practice of forcing men Ga work on the Sabbath must be 
ended by Government action and we fully trust that 

this will be one of the recommendations of this Commiss- 
ion. This would serve the two-fold purpose of 
providing more employment for every mineworker in 

the Province, as well as giving each worker the God- 
given right that he will enjoy at least one day a week 
away from his labour. 

Methods of Mining: Coal mining 
operations in this Province are carried on by both shaft 
and stripping methods. Approximately 81 per cent of 
the coal is extracted by the open pit operations, 
while the remainder of the production is mined by the 
shaft or slope method. At the present time, there 
are nine stripping operations and five shaft mines in 
the Minto district. During the past decade, 
coal production in New Brunswick has increased tremend- 
ously with a resulting benefit to the people of the 
Province. This increase has been due to a large 
degree by increased activity in the strip mines, but 
this Union is firm in its belief that future 
coal operations in New Brunswick depend on increased 
production from the shaft or slope collieries. Strip 
coal mining can only be continued until the over- 
burden becomes so heavy that it becomes uneconomical 


to mine the coal by this method. It then becomes 
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necessary to conduct underground operations to extract 
the available coal. We, therefore, strongly recommend 
to this Commission that Special emphasis be placed on 
the most advantageous mining methods and the proper 
preparation of the coal extracted. 

It is the opinion of the United Mine Workers of 
America that an extensive programme of mechanization is 
necessary to adequately increase the productivity 
in the New Brunswick shaft mines, While some research 
has already been undertaken in this direction, suitable 
machinery has not yet been installed to increase the 
low per-man-day output that now prevails in the under- 
ground seams of the Minto coal field, 

The present method of shaft mining in New 
Brunswick consists of shooting the coal out of the 
solid coal face, This procedure, while not only 
being expensive and relatively non-productive, is a 
menace to the health of the mine workers involved 
in the operation. We, therefore, suggest that one 
of the prime recommendations of this Commission would 
be a further investigation to locate suitable mechanized 
equipment which would increase productivity in the shaft 
@perations of New Brunswick. 

While increased productivity in shaft mining 
is of vital importance to the future of the coal 
industry in New Brunswick, there still remains the 
problem of disposing of the tonnage produced. Domestic 
and industrial consumers of coal are becoming ever 
more quality-conscious of the fuel they buy. We, 


therefore, deem it imperative that a proper coal 
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washing plant be located in the Minto area to assure 
that the coal will be of a quality to satisfy those who 
use it. We realize that our suggestions involve 

an expenditure of considerable sums of money, but it 

is only in this manner that productivity can be increas- 
ed and a suitable product put on the market. The 
Maritime Coal Assistance Act is designed to aid 

coal producers who desire to mechanize and modernize 
their operations and we feel that a coal washery could 
be erected in a central location by co-operation among 
the various operators and yet not destroy competition 
within the industry. 

Markets for New Brunswick Coal: The 
New Brunswick Electric Power Commission is one of the 
chief outlets for Minto coal. For instance, 
consumption of coal by the Power Commission has 
increased from 103,773 tons in 1947 to 161,416 tons in 
1959, and the estimated demand by the Power Commission 
projected into 1964 is 357,500 tons providing that 
oil does not make inroads into this market for coal 
by that time. 

Although this is a steady market and very 
vital to the coal industry in this Province, it is 
complicated by a system of penalty clauses depending on 
the quality of the coal. Earlier in this submission 
we have suggested that the coal operators must face 
the fact that an extensive mechanization programme 
should be undertaken in the near future and that Minto 
coal be washed and cthrewise properly prepared, We 


are sincere in our belief that a programme of this kind 
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1 must now be quite apparent to the coal Operators in 

2 this Province if the industry is going to be competitive 
3 with other fuels. With this thought in mind, we 

4 are of the opinion that this Commission should recommend 
5 that penalty clauses should be deleted from the purchasin 
6 policy of the N.B.E.P.C. until the operators begin a 


7 programme of mechanization and modernization. After 


8 that they will be unnecessary anyway. 
9 In past years, most of the coal produced 
10/ in New Brunswick was consumed within the Province, but 


11 gradually a market has been developed in the Province 


12] of Quebec. The whole eastern coal industry -- 
13 not only here, but in Nova Scotia -- must make every 
14 effort to put a very well prepared product into this 
15 market. This becomes increasingly important as 
16 the St. Lawrence Seaway and the Trans Canada Natural 
17 


Gas Pipeline progress toward completion. Energy 
consumers in Quebec and elsewhere are going to demand 
a clean and economic commodity to produce their power 
requirements. In a short period of time they 

will have a choice of natural gas, hydro electric 
power, imported oil, or imported or native coals. 

It may seem that this brief is over-emphasizing the 
importance of a high quality coal for the Maritime 
Provinces, but trends indicate that unless our coal is 
made available to these Quebec consumers, at a 
competitive price and quality, that we may possibly 
lose a golden opportunity to further develop this 
important market. That is why we stress that an 


immediate investment of substantial amounts of money 
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to mechanize and modernize the New Brunswick coal industr 
is imperative to at least maintain, and possibly 
expand, this basic natural resource, and we trust that 
this will be the most important recommendation of this 
Commission, 

While the markets for New Brunswick coal are 
limited, to a certain extent, to the Province of 
New Brunswick, Quebec, and the New England States of the 
United States of America, we are of the opinion that 
market requirements could be increased in the State 
of Maine, U.S.A. The pulp and paper industry along 
the Eastern Seaboard is sufficiently large to absorb 
additional tonnages of New Brunswick coal. We 
admit that the Federal Government is reluctant to 
subsidize any native product for export, but we are 
of the opinion that this Commission should closely 
Study the possibility of enlarging the market for New 
Brunswick coal in the New England States and recommend 
to the Federal Government through the Dominion Coal 
Board that every assistance be given to market 
New Brunswick coal in the New England States of the 
United States of America. 

While on the subject of markets for New 
Brunswick coal, we feel we should make reference to 
the substantial amounts of oil used in Government build- 
ings in this Province. It must be kept in mind 
that all of the oil consumed here is an imported 
product used in direct competition to New Brunswick 
coal. It is our opinion that preferential treatment 


should be directed toward the coal industry to supply 
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the requirements of Government purchases of fuel 
used in Government buildings and installations. A 
policy of this nature would set an example for other 
fuel consumers in the province and possibly induce 
them to favour the use of New Brunswick mined coal 
rather than foreign o11, and we feel that this should 
be another recommendation of this Commission. 

The preliminary estimates of coal reserves, 
as provided to the Union by the New Brunswick 
Royal Commission on Coal are greatly appreciated and 
while the information supplied is accurate to some extent 
-- much of it is based on assumption. The terms 
of reference of this Commission (Royal Commission on 
New Brunswick Coal Industry) are inter-related in that 
any interested groups are invited to submit proposals 
as to the desirable level of annual output for the 
coal industry of New Brunswick, and the probable 
trends in the total cost per ton that may be experienced 
in the years to come. The desirable output would be 
one that would dispose of as much coal as possible 
in any year -- providing that the workers, the 
employers, and the consumers all received a just share 
of any profits that may be forthcoming. This, of 
course, depends on what the attitude of the coal 
operators would be in relation to a rapid and advanced 
programme of mechanization and modernization. 

There are approximately 6,000 people in the 
Minto area, and their sole means of support depends 
on continued coal operations. It has been estimated 


(Dominion Bureau Statistics) that there are 4.7 members 
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per family in this Province which places the direct 
source of livelihood of about 10,000 people on the New 
Brunswick coal industry. An industry of this size 
is very important to the Provincial economy and with 
proper direction we feel it could make a substantial 
contribution to the future economic life of this 
Province, 

It has been stated earlier in this brief that 
wage rates are relatively low in New Brunswick despite 
the fact that the profit per ton of coal mined is 
relatively high. A satisfied and stabilized working 
force can only be attained in an industry where wages 
are good and working conditions are favourable. 

This situation does not obtain in most of the coal 
operations of New Brunswick. The cost of living 
and the standard of living are similar in Nova Scotia 
and New Brunswick, but a coal miner in this Province 
works for considerably less money than his counterpart 
receives in Nova Scotia. It seems reasonable to 
expect that many mine workers will gravitate to other 
industries when the opportunity arises to improve 
their standard of living. The coal operators must 
pay sufficient wages to maintain an efficient labour 
force, or be confronted with a high percentage of 
labour turn-over which is both costly to the operation 
and does not tend to keep experienced men in the coal 
industry. 

Working conditions in the coal industry are 
not satisfactory in this Province, The inferred coal 


reserves are most self-explanatory because of the 
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destitute condition in which Strip operators leave 

their workings and move to more lucrative areas, 

Their coal cuts are allowed to fill with water and 
forever prevent the recovery of coal that might have 
been gained by shaft or slope mining. The present 
method of shaft mining that now prevails in this Province 
has been referred to earlier, but we must reiterate 

that some adequate method of proper ventilation must 

be recommended by this Commission. The high percent- 
age of explosive powder used to blow the coal out of the 
solid face, combined with poor ventilation, certainly 

is detrimental to the health of every underground worker 
in this Province. 

I might mention in passing, Mr. Commissioner, 
that this evidently has been taken care of in the 
plant mechanization procedure which the operators 
plan to go ahead with in the future. One, of 
necessity, will take care of the other. 

We trust that this Commission will recommend 
that the coal operators be compelled to provide adequate 
wash house facilities for the coal mine workers of 
New Brunswick. In at least one instance, the working 
force was charged a fee for the use of a wash house, 
which is a practice that is entirely foreign to the coal 
industry of Eastern Canada. Other wash houses in 
the New Brunswick coal area are in a deplorable 
condition, which endangers the health and welfare of 
the mine workers and their families. Scientific 
regulations have been established by the Coal Mining 


Division of the International Labour Office, with 
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particular regard to the Space required per man, 
adequate heat and water, and cleanliness, and we expect 
these conditions to be recognized in this Province, 

In conclusion the United Mine Workers of 
America of District No. 26 wish to thank the Commissioner 
for his invitation to express the Opinions of the Union, 
and we trust that our submission will receive your 
utmost consideration. 

In addition to this, Mr. Commissioner, 

I might apologize for the fact that the brief was 
written rather hurriedly, due to the fact we were 
waiting for a copy from the Royal Commission which 
has been doing a lot of work over the past years in 
New Brunswick. 

The copy is here, but we were waiting for 
that copy to see what their proposals were from the 
New Brunswick Government, and we would have been able 
to write a much better brief had we had a copy in 
our hands before. 

We neglected to mention one of our most 
important recommendations, and that is a Federal 
tariff on the cheap foreign oil which is flooding the 
Maritime Seaboard and all of Canada, a tariff on the 
Federal level and a tax on the Provincial level. 

We also recommend that instead of subventions, 
some method, some form of direct subsidy should be 
devised to be paid directly to the company. We are 
disappointed that the Provincial Government is. not 
giving the industry too much aid, and we would further 


recommend that the Provincial Government would make 
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Sure that coal would be burned in their proposed 

power producing plant which is now being built. 

That would be a tremendous contribution by the 
Provincial Government of the Province of New Brunswick. 
As you can see, if you look at it this way, you could 
have mechanization, you could have your proposed wash 
plant and your thermal power plant market, and if you 
will notice most of your markets are natural markets, 
That is only 197 tons are being. shipped to New Brunswick 
and you have 71,763 tons being shipped to the United 
States. Practically all of the coal that is 
being used is in a perfectly natural market, some 

of it going into Quebec. Consequently the coal 

is produced a little cheaper in the shaft mines and 

it is better prepared due to the introduction of 
another wash plant. | 

They have a tax and a tariff on oil on the 
outside, externally helping them, and the same preference 
is given to foreign oil of a fixed freight rate. 

All their coal has to be shipped by freight. As 

you know now oil is shipped in tank lots and has a 
preference of not coming under any increases in freight 
rates. Consequently, they are given preferential 
treatment, a foreign product over a native natural 
resource, namely coal. 

So if we had a tax provincially and a tariff 
federally and a frozen freight rate and subsidies instead 
of subventions, and we feel if the production was 
maintained as suggested by the report of the New 


Brunswick Commission, that the industry in New Brunswick 
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would be protected to the extent that 850,000 to 
1,100,000 tons would be produced, and as far as we 
can see in the foreseeable future, there would be no 
great worry in New Brunswick, 

MR. GUNN: There are two questions, 

Mr. Chairman. 

You mention the annual production of from 
850,000 to 1,100,000 tons of coal from the Minto area 
which has been recommended by the Province of New 
Brunswick, How does this figure meet with the 
thoughts of the U.M.W.A. on their production? 

MR. MARSH: We are in complete accord 
with that estimation. 

MR. GUNN: I notice that you have in your 
brief on page 3 the fact that some operators are 
compelling their men to work seven days per week. 

What operators might they be? 

MR. MARSH: One is Mills. He is 
not organized, so he does not belong to the union. 

It is an un-organized operation, but the people belong 
to this Province and they should have Sunday off. 

Some of the other operators -- the law compels them 

to give the men 24 hours off in any one week, and 

the worker must be allowed to take that time off. 

The practice has been they are giving this 24 hours 

in the middle of the week and they are forced to 

work on Sunday. They have Wednesday off. There is 
no incentive to take Wednesday off if they are being 
forced to work on Sunday, because that is the day 


they specifically wish to have as their day of rest. 
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MR. WASSON: I would like to ask if Mr. 
Marsh could tell us how much the average miner in 
Nova Scotia makes a year? 

MR. MARSH: We have copies of all our 
contracts, and rather than get in an involved argument 
over it, I do not think this is either the time or 
the place for it, Mr. Commissioner, We will 
place in your hands our estimation of the wages of the 
Nova Scotia miners, and we will also place in your hands 
the same data pertaining to the New Brunswick miners. 

MR. D. A, FLOWER: I have here the report 
of the Dominion Coal Board for the year 1957-58 which 
gives the labour costs as: Nova Scotia, $4.94 per 
ton, with the ton-per-man day production of 2,81, 
which gives an average rate of $13.88. In New 
Brunswick the labour cost is $3.67 per ton with a 
per-man-day production of 3.98, giving us an average 
daily rate of $14.60. That makes it 72 cents per 
day higher in New Brunswick than in Nova Scotia. 

This is the report of the Dominion Coal Board, and it 
goes on to give the figure for Saskatchewan at $11.46 
per day, and for Alberta at $13.82, and according to 
this report it shows New Brunswick is the highest 
paid Province in Canada. 

MR, DOLHANTY: We will have to agree with 
Mr. Marsh, that in order for the Commission to make 
a fair comparison, your statement may be very misleading. 
Those statements can be confusing unless we get all 
the particulars for employment, also; that would be 


the basic wage rate in each area and the number of days 
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1 per week, and the number of tons, etcetera. If we 

2 submitted a copy of the contracts to the Commission 

3 of the operations in Nova Scotia and New Brunswick, 

4 the picture would appear very much different as Mr. 

5] Marsh has said. 

6 THE CHAIRMAN: I would like to have the 

7 annual wages received by different classes of workers, 

8 and I would like to have the figures from New Brunswick. 
9 I am not so much interested in the rates, because 

10 that would depend upon the number of days of work and 


one thing and another, 


12 MR. MARSH: That was our intention, Mr. 
13 Commissioner. 

14 MR. TOOKE: I would like to ask Mr. Marsh 
15 if he considers 4a strip mine as being a mechanized 

16 mine? 

17 MR. MARSH: Why, sure, mechanization 

™ on the surface. 

“9 MR. TOOKE: I would also like to point 

20 


out in the washing plant in the Minto area, they wash 


the coal. Over half of the coal that is produced 
in the field is washed coal. 

MR. DOLHANTY: I think what we had in mind 
was the difference of opinion and the seeming bre:ch 
that arose between the people who were selling coal 
to the Thermal Bower Plant. We suggested in our 
brief a central washing plant could be erected to 
wash this coal for the market. 

MR. TOOKE: I was taking exception to 


the coal going into Quebec. It is coal that was not 
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washed, but all the coal that goes into there has been 
washed, 

MR. MARSH: It would not go into Quebec 
unless it was washed. 

THE CHAIRMAN: Are there any other questions 
Thank you, Mr. Marsh. Are there any other 
statements or submission any person present wishes to 
make, that would throw any light on these matters? 

You are quite free to make them, 

If there is nothing more to be placed before 
the Commission, these hearings will be ended and we 
are going to look over the mines and see places that 
will give us information that will be relative to the 


inquiry of this Commission. 


-~--Commission adjourned. 
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